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HICK HARGREAVES 


Is Communism The name to remember. 
in Retreat? .. | when you require | 


ROTARY . 
COMPRESSORS & - 
VACUUM PUMPS 

Capacities from 30—2,000 c.f.m. 









Overt Communism is temporarily on the decline 
in Great Britain. In particular, the mischief 
Communists seek to make in the industrial and 


political life of the country has been exposed. 
How has this come about ? Common Cause, a 


non-party organization which has been active over 
FEED WATER 


DE AERATORS 
Capacities from 20,000—450,000 


the last few years, has played a contributory part 
of no mean importance. 
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Ibs. /hr. 
The bloody suppression of the Hungarian Revolt 
has given us great support—but there are no 
grounds for complacency. The cancer persists ! — eww elem wm we er em wm em eee ee 


STEAM JET VACUUM 
EQUIPMENT 


1 and 2 stage for vacua up to 29” Hg. 
3 and 4 stage for absolute pressures 
down to | mm.Hg. or less. 


HICK HARGREAVES & CO., LTD. 
SOHO IRONWORKS BOLTON 


H.134 London Office: 1! Lancaster Place W.C.2 


Will you help us in this work ? 
If you are interested, please write to :— 
Common Cause, 


66 Elizabeth Street, 
London, S.W.1. 






















CASHIERS DEPT. | 


aspects of automation 


Q. How would you eliminate interference by human frailty in 
high vacuum mopping-up operations ? 


A, You wouldn’t. But for speed, accuracy and economy in all kinds of figuring you would 
install Monroe Calculators and Adding-Listing Machines. Set the problem, press a key— 
and leave the rest to automation. Your Monroe steers its own way through all stages of 
figuring, short-cuts hundreds of time-wasting intermediate steps, races through complex 

calculations to the right result. Send today for details of the comprehensive Monroe 

range. There’s a model specifically designed to meet your particular requirements. 






The streamlined and simplified Model 6N brings all the 
advantages of fully automatic figuring within the reach of 
every business office. A brilliant ‘all-rounder’ for general 
purpose figuring, which makes the minimum demands on 


: ; ; MONROE CALCULATING MACHINE COMPANY LIMITED, 
capital outlay and operational skill. 


BUSH HOUSE, LONDON, W.C.2. COVent Garden 021! 
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THE HOME OF WALPAMUR PAINTS 
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BY APPOINTMENT 
TO HER MAJESTY THE QUEEN 
MANUFACTURERS OF PAINT 


UCCESS is the just reward of careful planning, the incentive to higher achievement and the 
inspiration of progress. 
In the world of paint, The Walpamur Company Limited of Darwen, Lancashire, stands supreme. 
Walpamur products consistently fulfil the ever-growing demand for decorative and industrial paints to meet 
continually changing conditions and today the range provides paints, enamels, varnishes and industrial 
finishes for every conceivable need, all of the same superbly high quality as Walpamur Water Paint and 
Duradio Enamel Paint. 


THE WALPAMUR CO LTD 
+ DARWEN & LONDON 


| Depots and Branches throughout the country 
Factories in 
ENGLAND ° EIRE * CANADA 
SOUTH AFRICA + AUSTRALIA 
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_J. & P. POWER POINTS 










What’s it doing up there? 


‘Unusual, I agree—overhead power lines on a factory roof in a built-up 
area like this. But there was no room to run cables underground, so 
J. & P. took this way out.’ 


*J. & P.? You mean this is a Johnson & Phillips effort?’ 


“Yes indeed. They put in a new ring main installation and this overhead 
line connects the sub-stations. Ingenious, don’t you think ?’ 


“Seems as if J. & P. are literally on top of their job.’ 
‘They always are. I’ve never known them miss a trick.’ 


JOHNSON & PHILLIPS 


A Power in the Electrical World 


Serving Mr, Cube— 
and others 





The project discussed above was 
carried out by J. & P. at the Thames 
Refinery of Tate & Lyle Ltd. in 
conjunction with the Company’s 
own electrical engineer. It is typical 
of J. & P.’s experienced approach 
to electrification problems. 


JOHNSON & PHILLIPS LIMITED . CHARLTON . LONDON ® SE7 
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problems in management: 
Improving 


competitive position 


You may be in a competitive position today, but what 
about tomorrow? Markets and competition change, 
and you must be ahead of them. That is where re- 
search is important. It is important in your organi- 
zation and that of your supplier. 


Let us consider research at Dow and the part played 
by glycols, a typical product group. Dow research has 
developed the largest number of glycols available to 
industry. Using these glycols plus an almost un- 
limited number of other chemicals, Dow is able 
to offer its customers every possible aid in develop- 
ing new products or improving old ones. 


Now glycols are being used as solvents, moisture 
control agents, antifreeze agents, plasticizers and for 
a wide variety of other uses. They have found ex- 
tensive applications in many industries including 
food and beverages, textiles, cosmetics, paper and 
paints. 


Is your supplier able to give you all the benefits 
of research? Make sure of your competitive posi- 
tion. For glycols get in touch with your local Dow 
representative or the nearest Dow branch office, 


you can depend on DOW CHEMICALS 





DOW CHEMICAL INTERNATIONAL LIMITED oe Zurich, Switzerland 
Tokyo, Japan * Midland, Michigan, U.S.A. - Cable: Dowintal 
DOW CHEMICAL INTER-AMERICAN LIMITED * Montevideo, Uruguay 
Mexico, D. F, . Midland, Michigan, U.S.A. ° Cable: Dowpanam 








(ADVERTISER’S. ANNOUNCEMENT) 







New TD-18 will 
boost export trade 


NTERNATIONAL Harvester Company of Great - Britain 
Limited announced today the finalisation of plans to 
build at their Doncaster Works a new big .crawler tractor. 
This, a British made International TD-18 to the newest and 
improved American design, will weigh thirteen tons without 
equipment. 

Mr. O. G. Voss, the managing director of IH in Great 
Britain, stated that the programme means a considerable 
expansion at Doncaster. Expenditure on new plant and 
‘machine tools will bring IH’s investment at Doncaster to 
almost {8 million. Doncaster’s crawler tractor capacity, 
which jis already Britain’s greatest, will be increased to over 
3,000 units per annum. It will also mean a steady growth of 
the existing labour force. Engineering and production plan- 
ning have been in progress for the past eighteen months and 
regular production of the British TD-18 will commence in 
the summer of next year. | 

In less than four years IH has established a flourishing 
business in the British manufacture and ‘sale of Crawler 
‘Tractors and Construction Equipment and is setting the pace 
for the entire industry. Today it is Britain’s largest supplier 
of both home and export markets. The BTD-6 tractor has 
had the finest acceptance of any British made crawler tractor 
_ in the world market. 


Most Widely Used Tractorin 
Heavy Industry 


HE new TD-18 tractor will make a most impressive 
f roee to the British Construction Equipment 
Industry. It is the second largest of the world famous 
International range and is the type most widely used in heavy 
industry. Earlier American models have been imported into 
Great Britain in quantity. 

In broad terms its performance varies from working a 1,2 
to 16 cubic yard scraper, operating a three cubic yard shovel 
with a break-out force of 27,000 Ibs., to winching loads with 
a maximum pull of nearly twenty tons at the speed of 77 feet 
per minute. It is an ideal size for heavy earthmoving jobs, 
such as opencast coal mining and road schemes, pipeline 
operations and heavy timber work, as well as many other 
industrial uses. 


International to build 
giant tractor in Britain 
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conJg@@tors, civil ee fing the 
new TD-18, the giant ‘power- on tracks which will be 
built at the IH works, Doncaster. Many plant owners and 
operators know the original International TD-18 well, and 
there is much interest in the industry regarding the power, 
performance and features of the new model which will be 


similar to the new streamlined TD-18 recently introduced in 
America. 





International Dealers 
say ‘We’re Ready !’ 


ROM the moment the first British built International 

TD-18 crawler tractor rolls off the assembly line at 

Doncaster Works, full service will-be available from Inter- 
national Construction Equipment Dealers. 

A spokesman for the Dealers said, ‘“‘We are ready to take 
delivery from the Works and to give 100 per cent shop and 
field service to support this new addition to the Big Inter-. 
national range.” 

It is learned that the Dealer’s servicemen have already 
received special training in maintenance and complete over- 
haul and that the service facilities and installations have been 
re-scaled to handle the greater volume of work which will 
develop. Parts inventories have been increased very sub- 
stantially. 

In addition, plans are well advanced for the establishment 
of additional sales and service bases—International Con- 
struction Equipment Dealers already have nine fully equipped 
premises for operations in Great Britain and Northern Ireland 
and several more are planned. Each base can offer indepen- 
dently a complete line of machines and equipment as well as 
a really comprehensive service which includes on-site inspec- 
tion of customers’ equipment, unit exchange facilities and 
even, when necessary, completé re-building of the largest 
crawler tractors. The four dealers operating under the IH 
symbol in Great Britain are: JAMES BOWEN & SONS 
LTD., Edinburgh, Glasgow and Aberdeen: R. CRIPPS & 
CO. LTD., Nottingham and Shildon: SAVILLE TRAC- 
TORS LTD., London, Stratford-on-Avon and Belfast 
WESTERN CONTRACTORS SERVICES LTD., Bristol 
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Wrong Place to Cut Costs 
of a New Process Plant 


When building a new process plant, engineering is the easiest 


place to cut investment costs. But it’s the wrong place! The 
saving of a few hundred hours of engineering, or trying to buy 
engineering at a price, can cost thousands of extra hours of 
field labour and additional thousands of pounds for materials. 
Although the added cost of inadequate engineering seldom 
can be pin-pointed beforehand, it is inevitably 

reflected in the operating record of the plant. 

Better engineering is the basis of the Kellogg 
organisation's world-wide reputation both as engineers and 
builders of complete process plants and as consultants 

on various special engineering projects. This 

better engineering is the result of good engineers 

working in an atmosphere where sound 

engineering is the measure of success 

for both the individual and the organisation. 

To Kellogg's clients, better engineering means 

plants built at the lowest capital investment 

consistent with reasonable operating 

and maintenance costs. 

Kellogg International Corporation 

welcomes the opportunity to 

demonstrate how better engineering 

can benefit companies contemplating 

new process plants. 


Kellogg International Corporation 


KELLOGG HOUSE CHANDOS STREET, CAVENDISH SQ. LONDON - W.J. 


SOCIETE KELLOGG * PARIS 

THE CANADIAN KELLOGG COMPANY LTD +: TORONTO 
KELLOGG PAN AMERICAN CORPORATION = NEW YORK 
COMPANHIA KELLOGG BRASILEIRA * RIO DE JANEIRO 

CQOMPANIA KELLOGG DE VENEZUELA « CARACAS 


Subsidiaries of 


THE M. W. KELLOGG COMPANY 
NEW YORK 
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INTERNATIONAL 
NEWS AND 
SIGNIFICANCE... IMPARTIALLY ! 





remind you... 


that if you have a vacancy to fill, junior or 
senior, skilled or unskilled, you should get in 
touch with The Officers’ Association. This 
organisation is an Employment Bureau, and 
it has on its books much promising material. 
If The Officers’ Association introduces a man, 
you may be sure. that he is a candidate of 
complete integrity, potentially suited for that 
particular job, and well worth interviewing. 
Next time you have any vacancy whatsoever, 
why not first try The Officers’ Association ? 
Ring them at ABBey 2556, or write to 
Dept. P.2, The Officers’ Association, 
Windsor House, Victoria Street, 
London, S.W.1. 






















HE°’S GOT 
INGRAM 


COOLNESS 
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Ingram coolness changes a man’s 
attitude to shaving! Ingram is 
.. $0 comforting because it com- 





bines its own face lotion, which cools, soothes and protects 
as soon as your brush touches your face. Your razor 
has an easy passage — and you have a contented skin. 
There’s no sting, no bite, no drag with Ingram, the 
coolest shave in the world. Ingramshave tomorrow! 





INGRAM combines its own face lotion 


10 THE ECONOMIST JULY 6, 1957 


ENGLISH ELECTRIC 


Cement is one of Britain’s 
most flourishing industries. 
Last year was the eleventh 
record year in succession for 
production, and Britain’s 
output now exceeds a million 
tons a month. In this 
up-to-date industry ENGLISH 
ELECTRIC équipment is 

used in a variety of ways: 
robust electric motors, for 
instance, drive the huge 
rotary kilns and the fans that 
fire them with pulverized coal. 








All over the country new 
construction can be seen— 
new accommodation for our 
growing and changing 
industries. And an 
indispensable material is 
concrete —concrete 
reinforced or pre-stressed, 

for massive foundations and 
airy spans. When the factory 
itself is built, its concrete shell 
will be brought to life by the 
electrical plant that drives its 
machines. ENGLISH ELECTRIC 
equipment is used in nearly all 
industries both for machine- 
drives and for the transmission 
and regulation of current. 





Hy | 


The ENGLISH ELEcTRIc Company Limited, Queens House, Kingsway, London, W.C.2 
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Skin Game in Moscow 





HE struggle beneath the surface of Soviet “ collective leadership ” 
has come out into the open in a most dramatic fashion. After a 
prolonged special meeting of the central committee of the com- 

munist party of the Soviet Union, it was announced on Wednesday that 

three important political figures had been removed from the seat of Soviet 
power, the party presidium—once known as the Politbureau—of eleven 
members. Mr Molotov and Mr Kaganovich, veterans of the Stalinist 
old guard, and Mr Malenkov, the first prime minister after Stalin’s 
death, were expelled under the accusation of “ factional activity.” Mr 

Shepilov, the minister of foreign affairs until February, was at the same 

time removed from the party secretariat, of which Mr Khrushchev is 

himself the head. 

Mr Molotov, dismissed after 42 years on the central committee or its 
earlier equivalent, is presented as the villain of the piece who opposed 
the decisions of the party’s 20th congress : this was the congress at which 
Mr Khrushchev delivered his famous indictment of Stalin. He is 
reproached for having tried to sabotage agreements with Jugoslavia, 
Austria and Japan. Comrades Kaganovich and Malenkov are accused 
of having aided and abetted him in his opposition, particularly in the 
economic field. Together, as it seems, they resisted a series of economic 
decisions, starting with the campaign to reclaim virgin lands in the east 
and ending with the recent managerial reform. Mr Shepilov is described 
as a fairly recent recruit to the opposition group. The indictment 
reveals that Mr Molotov was rebuked as far back as 1955, but that the 
opposition went on in face of repeated warnings. Its leaders are now 
bluntly accused of insubordination. The penalty is removal not only 
from the presidium but from the party’s central committee as well ; they 
are deprived of any voice in the party’s higher councils. 

To the outside observer, the indictment seems to be a mixture of the 
likely and the somewhat dubious. Despite Moscow’s many confident, 
often contemptuous, assertions of the unanimity of its collective leader- 
ship, it has been evident that the Kremlin stood divided on some vital 
issues: the right pace for “destalinisation” at home and in eastern 
Europe ; the distribution of resources between investment and consump- 
tion ; and the efforts to be made to come to some terms with the West. As 
a result of this push-and-pull, Soviet policy often proceeded in the zigzag 
fashion that denotes a split mind. It is probable that such old retainers 
of Stalin as Mr Molotov and Mr Kaganovich were always hostile to any 
dangerous monkeying with the established Stalinist system. Reports 
from Belgrade confirm Mr Molotov’s alleged opposition to the 
reconciliation with Jugoslavia and to the new deal for the satellites which 
that reconciliation offered. Mr Kaganovich, the former economic boss, 
gave several signs of ratural displeasure with measures likely to impair 
the iron discipline of labour. 


Mr Malenkov’s case seems different. When he was prime minister 
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his name became associated with the promise of more 
consumer goods, and by all accounts this pledge made 
him the most popular man in Russia. Did he join 
forces with the Stalinist old guard to oppose Mr Khrush- 
chev’s managerial revolution, arguing that a change in 
the distribution of resources was needed more than a 
change in management ? It is not impossible ; but it is 
perhaps more likely that Mr Khrushchev, resorting to 
Stalin’s favourite trick of “ amalgamation,” has suc- 
ceeded in putting the too popular Malenkov into the 
same bag as the disliked diehards. 

The account of the method of expulsion also seems 
suspect. It is claimed that the central committee sat 


MR KHRUSHCHEV’S PRESIDIUM ? 


The presidium of the central committee of the 
Communist Party of the Soviet Union is in theory 
the executive organ of that body. It is assisted in 
its work by a secretariat in which Mr Khrushchev, 
as first secretary, holds the key post. The changes 
which have now been made in the composition of 
the presidium suggest that Mr Khrushchev is getting 
fuller control of that organ as well. 


Membership of the presidium 


OLD 
Bulganin, N. A. 
Kaganovich, L. M. 
Khrushchev, N. S. 
Kirichenko, A. I. 
Malenkov, G. M. 
Mikoyan, A. I. 
Molotov, V. M. 
Perukhin, M. G. 
Saburov, M. Z. 
Suslov, M. A. 
Voroshilov, K. Ye. 


NEW 
Aristov, A. B. 
Byelayev, N. IL. 
Brezhnev, L. I. 
Bulganin, N. A. 
Furtseva, E. A. 
Ignatov, N. G. 
Khrushchev, N. S. 
Kirichenko, A. I. 
Kozlov, A. L. 
Kuusinen, O. V. 
Mikoyan, A. I. 





Shvernik, N. M. 
Suslov, M. A. 
Voroshilov, K. Ye. 
Zhukov, G. K. 


These are full members with the right to vote. Mr 
Khrushchev has thus succeeded in getting rid of 
nearly half the former voting members of the 
presidium. The number of candidate members, who 
have the duty to attend without the right to vote, 
has been increased from 7 to 9. In addition to the 
three main victims, Mr Saburov disappears com- 
pletely and Mr Pervukhin is reduced to the rank of 
candidate. Both these technocrats are probably pay- 
ing for their opposition to the managerial reform. 
In the new presidium of 15 full members there are 
as many as 9 newcomers. Four of them (Aristov, 
Brezhnev, Byelayev and Mrs Furtseva) are Khrush- 
chev’s close collaborators from the secretariat. Ignatov 
and Kozlov—respectively party secretaries for the 
Gorki and the Leningrad districts—are also reputed 
to be Khrushchev’s nominees. Mr Shvernik, who 
was removed from the office of Soviet President on 
the morrow of Stalin’s death (when Malenkov and 
Beria seemed to be the leaders), is now staging a come- 
back. Altogether, Mr Khrushchev seems unlikely to 
meet much opposition in the new team. 
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in judgment from the 24th to the 29th of last month 
and reached a unanimous decision with only Mr 
Molotov abstaining. One abstention seems a meagre 
score for a faction that had been “ active ” for months. 
One plain feature is that the expelled men’s chief guilt 
was to have opposed policies sponsored by the first 
secretary of the party. Mr Khrushchev looks like, the 
main beneficiary of the purge. He has managed to get 
rid of important competitors. With Mr Malenkov out 
of the way, no member of the presidium looks equal to 
Mr Khrushchev in status and prestige. None, that is, 
with the exception of Marshal Zhukov. The chief 
of the fighting soldiers has advanced steadily, taking 
advantage of every struggle within the party. He 
climbed one step after the fall of Beria ; he climbed 
another after Mr Malenkov’s first dismissal. Now he 
has edged still nearer to the top of the ladder, the first 
professional soldier in Soviet history to become a full 
member of the party presidium. Should Mr Khrush- 
chev now make a bid for Stalin’s succession, he may 
find the conqueror of Berlin in his way. 

More than in the personal struggle the outside world 
must be interested in the likely shape of policies to 
come. Prophecy on this subject is risky. It would be 
no new thing in the Soviet Union to sack the dissidents 
and steal their policies at the same time. Nevertheless, 
the indictment does contain one possible clue. Mr 
Molotov and his fellow-victims are branded as 
“obstacles to peace.” This could be a prelude to 
some new ventures in the “ peace offensive.” If it is, 
the Kremlin might make its opening move on any 
of many fronts. There could be a connection between 
Mr Shepilov’s disgrace and the relative failure of Soviet 
policy in the Middle East, but Mr Zorin’s behaviour 
at Lancaster House should probably be watched now 
with the greatest attention. 


In Russia itself, the struggle for power is not fought 
in a vacuum. The aspirations of the Soviet people are 
an increasingly important factor in the struggle. No 
group or man can have a chance of success without 
taking into account the forces unleashed in the four 
years since Stalin’s death. Common Russians have 
become more articulate. They are heard to demand 
better living conditions and, in particular, some relief 
from the housing nightmare. Police terror no longer 
hangs over them as closely as it did ; released from con- 
stant intimidation, the pressure for some more freedom 
of expression has grown; it has received a new 
impetus from Mao Tse-tung’s February speech. Soviet 
society is in a ferment. This week’s changes at the top 
point to the biggest purge since Stalin’s death ; before 
judgment is passed-on the prospects for Soviet conduct 
in the next phase, it is necessary to wait for the pro- 
nouncements and the first actions of the new team. 
Even an authoritarian state can survive changes of 
government. Moscow, however, need not affect to be 
surprised when the verdict reached in the West is that 
the internal struggle for the destiny of Russia and the 
Soviet block is far from finished. 


ee 





) 


Aten AN i km 





THE ECONOMIST JULY 6, 1957 


13 


Swing—or Roundabout ? 


A statistical analysis of their performance in 
recent by-elections sets the Conservatives’ tasks, if they are to 


secure re-election, in its proper psephological proportions 


was a swing against the Conservatives of just 

under 7 per cent, of which 33 per cent 
was picked up by the Liberal, 2% per cent by 
Labour, and 4 per cent by an odd Independent. 
Although this result has been hailed as a success by all 
the three political parties that were fighting each other 
—and as a “turning point” by some Tories—it was 
in fact very much in line with the recent statistical 
trend. This, therefore, may be a good moment for a 
sober re-assessment of where the Government’s popu- 
larity seems to stand. 

The by-elections during this Parliament have fallen 
into two periods. These have been sufficiently 
tidily distinct and homogeneous to delight those who 
think that the study of electoral statistics in Britain is 
now almost a science—and to infuriate those who think 
that, in a country inhabited by intelligent voters instead 
of by sheep, the electorate ought not to allow it to be. 
The first period covered the three months between 
December 7, 1955, and March 1, 1956, when the 
first nine by-elections of this Parliament (apart from the 
Sinn Fein frolics in Ulster) were held. Four of these 
nine by-elections were uncomplicated straight fights, 
and in these the average swing from Conservative to 
Labour was under 14 per cent, the highest swing being 
33 per cent. The other five by-elections in this period 
were complicated by the presence, arrival or departure 
of a Liberal candidate ; in all their contests during 
that winter (but in only one out of three contests 
since) the Liberals did unusually well. As most of their 
gains were at the expense of the Government candidate, 
a fair commentary is that this period showed an 
increasing trend of “ middle opinion ” a little away from 
the Tories ; but that the average direct swing to Labour 
was still below the 2 per cent which Labour would need 
in a general election to gain a majority in the House. 

As it happens, there was no by-election between 
March tst and June 8th of last year. The local council 
elections, in May of 1956, did fall in between these 
dates ; and as far as one can gauge (and some pretty 
broad estimating is needed if one is to gauge very far) 
they showed an average swing of rather under 5 per 
cent to Labour. But it was with the Tonbridge by- 
election on June 8, 1956, that the second and present 
phase of by-election experience in this Parliament 
began. Tonbridge showed a straight 84 per cent swing 
from the Tories to Labour. In the thirteen months 
since then there have been sixteen by-elections. Eight 


( result of the North Dorset by-election last week 


of them have been straight fights, and in these the 
average swing from Conservative to Labour has: been 
63 per cent, the lowest swing being 3} per cent and the 
highest 12} per cent. And in seven of the eight more 
“complicated” fights in this period, the movement, 
wherever it went, seems to have been on approximately 
the same scale away from the Conservatives. 

On this evidence, the period since early June, 1956, 
to the present day has seen something like a straight 
swing averaging between 6 and 7 per cent from Con- 
servative to Labour—without many third party compli- 
cations. This sort of swing, if repeated all over the 
country at an immediate general election, would suffice 
to give Labour a majority of somewhere around 150 in 


THE SWING TO LABOUR 
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the House. The Conservatives’ main electoral task 
must be to rectify this trend before the most likely 
next general election date in the autumn of 1959. 
History suggests that this is not an impossible task. At 
each of the five general elections down to 1951 the 
swing against the government of the day was lower 
than it had been in immediately previous by-elections. 
For example, the average swing against Mr Attlee’s 
first Labour government in by-elections in 1947 and 
1948 was well over 7 per cent, and in 1949 just over 
6 per cent, but at the general election in the following 
February Labour kept the average swing from the left 
down to 3 per cent (which was enough to save the 
Labour government with their majority then but would 
not be enough to save the Conservatives with their 
smaller majority now). 


What trends in policy or in politics are likely to have 


‘to be reversed if the Tories are to save themselves ? 


Once again, psephology finds itself at odds with popular 
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romanticism here, for the most common explanations 
of why there has been a movement of opinion against 
the Tories in this Parliament seem to have been based 
very much on imagination and very little on study of 
the figures. There has been no evidence, for example, 
that the movement of opinion has been caused 
by right wing abstentions rather than by a swing of 
middle of the road opinion : the total poll at by-elec- 
tions in this Parliamen¢ has been above, not below, the 
previous average. It is difficult to support the view that 
Suez affair was a watershed in British politics, in favour 
of either party ; the average swing in the four months 
just before Suez was only fractionally lower (about 4 
per cent less anti-Tory) than the average swing in the 


The Economist 


JULY 4, 1857 


THE CROWN AND CULTURE 


It is a most natural and most honourable position 
q that the English Crown has assumed within the last 

few years as the centre of all the influences which 
encourage a liberal and refining, yet practical culture for 
the nation at large. There could have been few happier 
thoughts—even were it to be regarded as proceeding from 
State policy, instead of, as it no doubt does, from the 
simplest interest in the nation’s welfare—than to claim for 
the throne a new but completely unchallengeable preroga- 
tive to lead the way in diffusing all those genial influences 
which break down the partition walls of class and party, 
and make the nation conscious of widely diffused common 
interests, common character, and common life. We know 
that it is no idle saying when Her Majesty assures the 
people of Manchester of her strong personal interest in the 
spread of ‘‘ elevating and refining interests *’ amongst her 
people. All her own acts and all those of Prince Albert 
demonstrate at once their real sympathy with the practical 
genius of the nation and their desire to counteract the 
narrowness into which that genius may run. They have 
discovered a source of appropriate influence for the Crown, 
which can give rise to no political jealousy, and which yet 
entitles it to the gratitude and honour of a people who 
respect wise action no less than they dread unwise inter- 
ference. . . . Perhaps there is no family in Europe, with 
half the political interests at stake, that is so much cir- 
cumscribed in action as our English Royal Family; and 
that is, perhaps on that very account, so well able to under- 
stand what the practical genius of the people craves. While 
the Emperor of France is teaching his subjects even how to 
vote, and the King of Belgium writes his own views to the 
nation at large on an agitated question of popular politics, 
the Prince Consort of England—as we may now in legal 
accuracy call him—must not only strictly limit himself to 
questions of education and art, but even in an Educational 
Conference has at once the tact and the forbearance, after 
opening the discussion and pointing out the general bear- 
ings of the questions at issue, immediately to withdraw, 
lest he should even seem to give a Royal sanction to 
special solutions of problems in which the English nation 
might only partially concur. All the more, however, on 
this account must we feel grateful for the interest mani- 
fested by His Royal Highness in the most urgent of all 
our English social questions, the education of the lower 
classes in art and science; and no less grateful that we are 
not permitted to identify the views of the English Crown 
with any of the conflicting opinions of sectional politicians, 
while we are allowed to see it drawing out the real practical 
unity which underlies all those differences. 
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eight months since it. Nor can the Rents Act be shown 
to have been a major factor ; of the two constituencies 
most affected by the Act, Lewisham showed a swing 
to the left which was slightly below the year’s moving 
average, and Hornsey showed a swing precisely equal 
to it. All the statistical evidence of recent years, in 
fact, is that single deliberate acts of a government— 
whether they be on a massively controversial scale like 
the Suez invasion, or a courageously unpopular scale 
like the Rents Act, or a popular trumpery scale like 
pensions increases—seem by themselves to have 
remarkably little effect on the national swing of opinion 
for or against a government. 

What seem to matter for a party in office, more than 
its individual acts or sectional sores, or even (to judge 
from the chronology of the recent swing) than the trend 
in the cost of living, are three other things. The first is 
the mere lapse of time; most governments begin to 
lose in popularity very soon after they are installed. 
The second is the expectation associated with the party 
in people’s minds ; the standing of the Conservatives 
stayed high while the prospect, and the proof, of 
economic expansion and opportunity were still bright 
and before the “Tory prosperity boom” of 1952-55 
began to fade. The third is the image that electors have 
of the Opposition—the alternative Government ; the 
Conservatives are well aware that perhaps their best 
hope of winning the next election will be if Labour, as 
last time, contrives to lose it. 

The picture of the Labour party that could be drawn 
in the general public’s mind during the last Parliament 
was one of a body of men always quarrelling among 
themselves, with the floating voters’ ogre, Mr Bevan, 
privily gaining the upper hand. This is not the picture 
that the Tories are trying to paint this time ; Mr Bevan 
has changed from the ogre to the captive princess. But 
they are trying to replace it with an image of an unwil- 
lingly nationalising (but insufficiently nationalist) Mr 
Gaitskell whom they hope to make to look weak and 
self-contradictory. This is not very positive stuff for 
domestic politics in the last two years of this Parlia- 
ment—if Tory hopes of returning to power are to be 
anchored mainly to the possibility that some sections of 
the Opposition may render active aid to the Tory carica- 
ture of Labour. But there is one positive point for the 
Conservatives to watch: the trend in their own image 
with the public. The great danger to them in the last 
few months is that local Conservative associations seem 
to have been moving steadily to the right, and this is 
likely to be reflected more and more in the sort of 
candidates they put up. Indeed some heretical mem- 
bers of the Conservative left now go so far as to say 
that the only way to recapture the drive of a progressive 
Conservative party may be to have another period in 
Opposition. If the manoeuvres of local party stalwarts 
go on indicating that this is the medicine the Tories 
need, then the statistics of swing in 1955-56—and they 
have been statistics of swing, not of right wing 
abstentions—suggest that the electorate will be inclined 
to let them have it. 
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In acting on medical opinion that cigarette 


smoking is a cause of lung cancer, the 
Government is breaking new ground in public 


health propaganda. How far should it go ? 


BOUT six or seven cigarettes a day are smoked, on the 
average, by the adult population of Great Britain. 
Since about two-thirds of men are cigarette 

smokers and rather more than one-third of women, the 
smoking population gets through about a dozen 
cigarettes a head a day. Between the wars the amount 
of tobacco consumed in the form of cigarettes doubled ; 
and since the beginning of the second war, total expen- 
diture on cigarettes (at constant prices) has increased by 
about a third. Looking back, the social historian of the 
next century will regard cigarette smoking as the great 
vice of this age, just as the eighteenth century is now 
associated with the drinking of port and gin. 

There are fashions in vice as in most other things, 
and it may be that, left to itself, cigarette smoking would 
fall into a decline and be replaced by a far worse habit— 
swallowing tranquillisers, for instance. But cigarette 
smoking is not to be allowed to die a natural death. 
Slowly but surely, officialdom in this as in other coun- 
tries is going to be forced to try to hurry its death along 
—as a result of the apparent connection between the 
steady increase in cigarette smoking over the last 
generation and the frightening increase in deaths from 
lung cancer over the last ten years. In 1944, there were 
in Britain about 5,300 deaths of men and 1,200 deaths 
of women attributed to cancer of the lung and bronchus. 
Today, the number of deaths has about doubled 
for women and is nearly three times greater for 
men. The lung cancer death rate of men aged 45-74 
has more than doubled in the last ten years and of 
women has nearly doubled. One in eighteen of all male 
deaths in this country are now due to this disease. 


T is this striking increase in the mortality from cancer 
I of the lung that has prompted the scientific inquiries 
into possible environmental causes on which the 
Medical Research Council gave a considered judgment 
last week. The two obvious environmental factors that 
appeared to be implicated were atmospheric pollution 
and tobacco ; and though pollution is by no means dis- 
charged absolutely by the Medical Research Council’s 
judgment, the biggest and most consistent evidence 
(from 19 inquiries in 17 different countries) has 
incriminated tobacco. The results of the two chief 
British inquiries have been given in The Economist 
as they were published. In the first of them, Pro- 
fessor Bradford Hill and Dr Richard Doll compared 


Smoke Abatement 







the smoking habits of people suffering from lung cancer 
with people suffering from other diseases, and like 
investigators elsewhere found far more heavy smokers 
among the lung cancer patients than among their 
“controls ” and hardly any non-smokers. 

Secondly, in an investigation which is continuing and 
is less susceptible to bias, the same investigators found 
Out six years ago the smoking habits of 40,000 doctors 
and have since examined the deaths among them. The 
results, so far, which accord with a similar type of 
investigation in the United States, show a higher mor- 
tality from lung cancer among smokers than among 
non-smokers, among heavy smokers than among light 
smokers, among cigarette smokers than among pipe 
smokers, and among those who continued to smoke 
than among those who had given it up. The lung 
cancer death rate among doctors who continued to 
be heavy smokers was forty times that of the non- 
smokers. 

The results of these inquiries are recapitulated by 
the Medical Research Council, and form the basis of its 
judgment that the most reasonable explanation of the 
observed relationship between cigarette smoking and 
lung cancer is that it is one of cause and effect. It is 
not a judgment that will go unchallenged. Already, the 
inquiries on which it is based have been subjected to 
criticism by the tobacco manufacturers and their statis- 
tical validity questioned. Tobacco is obviously not the 
only cause of lung:cancer since the disease occurs in 
non-smokers—though there is now some evidence to 
suggest that the tumour caused by tobacco smoke is of 
a different type from that usually found in non-smokers 
and light smokers. 

Nor, in spite of intensive research, has anyone yet 
discovered what it is in tobacco smoke that causes the 
cancer. Of the hundred constituents of tobacco smoke 
so far identified, says the Medical Research Council, 
five substances have been found which are known to 
be capable of producing cancer in animals. This is 
particularly true of 3:4-benzpyrene, a constituent of 
coal tar ; but it is present in such small quantities in 
tobacco smoke, especially by comparison with the 
amount in London’s air, that it is most unlikely to be 
the harmful agent in cigarettes.: 


EVERTHELESS, the Government, with the council’s 
N judgment before it, could hardly be expected to 
continue to sit on the fence until the carcinogenic 
factor in tobacco smoke had been identified—even 
though other overseas governments, with similar 
evidence before them, are doing just that. The British 
Government’s reliance on local health authorities to 
inform the public of the risks of smoking, so that people 





16 


can make up their own minds whether to give it up 
or not, will be widely regarded here as about the least 
it could decently do. It will be interesting to see how 
energetically local authorities, with the present system 
of Exchequer grants in the melting pot, pursue the task 
—no great enthusiasm, perhaps, can be expected in 
Bristol and Nottingham. 

Should the Government have gone further ? Any 
official campaign to reduce smoking starts off on an 
entirely different footing from other campaigns in the 
interests of health or safety. In diphtheria immunisa- 
tion, mass X-ray for discovering tuberculosis, road 
accidents, it is not just the life or health of one person 
that is at stake ; infectious diseases and road accidents 
affect the community as a whole. Now, for the first 
time, the Government is taking action to counter a 
disease that is of direct concern only to the individual. 
There is a question of personal freedom here—or 
rather of treating smokers as adults ; and also a nagging 
question of precedents for the future. If—and it is not 
impossible—a direct connection is definitely established 
between a high fat diet and deaths from coronary 
disease of middle aged men, are we going to be officially 
warned against eating butter and cream ? If so, where 
will it all end ? 

In these different circumstances, the Government 
cannot be blamed for walking warily, and it is because 
of these different circumstances that pleas for bans on 
smoking in cinemas, in certain forms of transport and 
elsewhere should be regarded dispassionately. There 
are, and have always been, reasons for banning smok- 
ing in public places—reasons of nuisance to non- 
smokers and reasons of public health, for smoke 
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provokes coughing ; the case for a ban in cinemas is 
more widely conceded abroad than it is here. But the 
rise in lung cancer mortality adds nothing to these 
reasons. For the young, on the other hand, different 
considerations do arise. At the age of fifteen, they can- 
not be expected to appreciate the risks of dying from 
lung cancer in their forties, fifties or sixties. If specific 
bans would help to discourage the young from starting 
smoking, they should be considered. At the moment, 
all that can be said is that diminished opportunities 
might well reduce the amount of smoking — just as 
diminished opportunities have been shown to reduce 
other forms of vice—without stopping it altogether. 

So far as young and old are concerned, the cigarette 
habit would be more likely to be drastically modified, in 
the long run, by subtler means. The case for increasing 
the tax on cigarettes, and reducing it on cigars and pipe 
tobacco, would be a good one—but for the fact that 
its immediate effect on cigarette smoking might merely 
be to make more people roll their own. If the tobacco 
manufacturers take the present threat to their industry 
seriously, which they have not yet sufficiently done, 
they may gradually suggest to consumers that 
pipe smoking is more manly than cigarette smoking 
(though not, with suitable modifications, unfeminine). 
If Hollywood takes up the idea, the ideal man may be 
depicted as a Baldwinesque figure, with pipe always in 
hand or mouth. In the meantime, the Government for 
its part should not allow itself to be pushed too hastily, 
and too far away, from the fence it has begun to climb 
down from so. cautiously. Nor should smokers fool 
themselves by pretending to believe that the reasons 
why the Government has got off that fence do not exist. 


Dissent 1n France 


Three recent books are examined as evidence 
of an impending collapse of the illusions 

on which French policy in Algeria has 

been based 


Wa the figure of Marianne on the pediment 


of the Palais Bourbon was recently struck by 

lightning, the symbol of the Republic lost a 
hand in which she had apparently held a book of the 
law. The witticisms that followed have been greeted less 
lightheartedly than they would have been only a few 
months ago. A decreasing number of Frenchmen 
remains convinced that everything is for the best in 
the best of possible Republics. True, the sun has 
been shining on Paris and its inhabitants are preparing 
to take to the road, leaving their city to the tourists. But 
the holiday mood lacks something. The latest govern- 
ment crisis has reminded people of the dangerous state 


of the country’s finances—and it has provoked second 
thoughts on the subject of Algeria. 

“ Pacification” in Algeria was fast becoming taboo 
in French political life, a topic on which it required 
courage to refuse to conform. But nearly three years 
after the outbreak of the revolt, the lack of positive 
results is so striking that dissenting voices cannot be 
drowned in official abuse. Three important books 
have questioned, from completely different angles of 
approach, the wisdom and efficacy of the existing policy. 
M. Servan-Schreiber, the able and youthful editor of 
the Mendesist Express, has shown in an eye-witness 
account how “ pacification” has failed in its principal 
task and has widened, instead of bridging, the gap 
between the French and Moslem communities in 
Algeria. M. Raymond Aron, a professor and a senior 
leader-writer on the conservative Le Figaro, shows the 
falsehood of certain premises on which the official atti- 
tude is based. Finally, M. Philip, a former Socialist 
minister and a veteran “ European,” attacks the policy 
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followed in Algeria by M. Mollet and by the minister- 
resident in Algiers, M. Lacoste, as “criminal” and a 
betrayal of socialist principles.* 

Like M. Mendés-France, M. Servan-Schreiber did 
not consider that enough was being done to capture 
the imagination of the Algerian Moslem‘ majority. It 
has been suggested that this critical attitude was the 
reason for his recall to the colours for service in Algeria. 
If the purpose was really to keep him quiet, the move 
had exactly the opposite effect. His recollections of 
six months as a “ Lieutenant in Algeria” —with names 
of persons and places intentionally altered—have an 
impact certainly much greater than anything he could 
have written had he stayed in Paris. The testimony 
is as nightmarish as the incident on which the book 
opens. A trigger-happy French soldier in a passing 
jeep shoots an innocent Arab and goes on his way. 
Local French settlers, on finding the corpse, conclude 
inevitably that this was the work of fellaghas. A few 
Arabs, still bold enough to work for a French firm, 
cross the village in a lorry at this stage and are being 
held as suspects. Frightened, they try to run away 
and are shot by a military convoy sent after them. 
Next day, in the officers’ mess, a newcomer from France 
dares to question the guilt of the victims. His scruples 
are dismissed as suitable for a Paris drawing-room: 
“ The fellaghas are anybody, anywhere.” Every Arab 
is a potential rebel. 

It seems strange that M. Servan-Schreiber’s book 
should have been treated as an attack on the army. 
If anything, he has a somewhat romantic conception 
of military virtue and the slight cult of the superman 
imparted to French letters by the novels of Malraux. 
Some of the protagonists—and not only those sharing 
the author’s views—seem larger than life. But they 
are all almost helpless because the course of the struggle 
is determined by French settlers, whose apparent 
immediate interest is the preservation of the status quo ; 
like the extremists on the other side, they oppose any 
compromise. Against this background of intrigue and 
impotence we are shown some of the author’s real 
heroes, mostly former Gaullists preserving an ideal 
image of France, trying to establish contact with the 
Arabs. They do not give the impression of expecting 
their mission to succeed any more than does M. Servan- 
Schreiber, but they stick to it because, with the flower 
of French youth involved, something more than the 
future of Algeria is at stake—the spiritual and political 
fate of France. . 


ARON is less concerned with mood or emotion 
M. than with logic. Careful to dissociate himself 
from left-wing critics, he actually kept half of his brief 
manuscript in ‘a drawer for a year, presumably from 
an anxiety not to embarrass.the executives of official 





*Lieutenant en Algérie. J. J. Servan- Schreiber. Julliard, 
690 francs. 

La Tragédie Algérienne. Raymond Aron. Plon (Tribune 
Libre). 300 francs.. 

Le Socialisme Trahi. André Philip. Plon (Tribune Libre). 
600 francs. 
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policy. He sees no easy way out of the “ Algerian 
Tragedy ”; he looks only for the least evil. But in the 
course of his search he exposes in a devastating way 
some of the fictions which official repetition has elevated 
into dogmas. Thus he shows that Algeria is not part 
of France, and cannot be. “Algerian nationality” must 
be recognised as much for economic and demographic 
reasons as because of the insurrection. There are now 
nine million Moslems in Algeria and one million 
Europeans. If present trends continue, in 1980 the 
number of Europeans will be much the same, but the 
Moslems will number about 18 million. The French 
can hardly hope to persuade the Moslems to control 
their birth rate ; nor can they invest enough to keep up 
with the pressure of population. 

The argument leads inexorably through the recogni- 
tion of Algerian autonomy to the creation of a separate 
state and the ultimate admission of its independence. 
Yet France is now fighting in Algeria because it refuses 
to admit this “vocation of independence,” which it 
would have to accept even after victory. The question 
is really one of timing and conditions. Would it not 
be preferable, argues M. Aron, to accept the idea of 
future independence and to offer the most attractive 
possible settlement, while showing the determination 
not to surrender to force ? Such a course would 
offer the chance of preserving French influence in 
Tunisia and Morocco; it might pave the way for a 
North African federation closely linked with France. 
It would involve great risks and sacrifices. Part of 
the French population might even have to be evacuated 
and resettled. M. Aron, while favouring such a gamble, 
does not insist upon it, against all other courses. But he 
does plead earnestly that the French government should 
at least make its choice lucidly and not for all sorts of 
fictitious reasons. His plea is the more urgent because 
he thinks that France has very little time left to decide. 
In only a few months a decision will be thrust upon 
it by lassitude, economic difficulties and the need for 
foreign aid. 

Most of M. Aron’s arguments are not new, but his 
little book is important for the directness with which 
he penetrates to the heart of the matter, and for the 
personality of the author. .“ He cannot be accused of 
communism, ‘ progressism’ or neutralism,” is his com- 
ment on another writer ; the description would fit M. 
Aron himself perfectly. His stand is, therefore, sympto- 
matic. Many conservatives now share his view, at least 
ir private, that the loss of sovereignty in Algeria need 
not spell the economic doom of France; on the con- 
trary, French resources could be more usefully invested 
at home to make the French economy competitive. 

The myth of Algeria as an integral and indispensable 
part of France is a conservative creation, but during 
the sixteen months of the Mollet government its 
staunchest upholders have been Socialists. Other 
Socialists think differently. M. Philip has been a leader 
of opposition within the party ; the severity of his judg- 
ment on the Mollet government’s performance can be 
gathered from the title of his book, “ Socialism 
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Betrayed.” French economic policy under M. Mollet — 


was, in his opinion, mistaken ; the Port Said expedition 
was a sin; the Algerian policy was “a crime.” The 
crime first arose from its authors’ ignorance of the real 
situation, but it was perpetuated through a campaign 
of intimidation and deception. Within the Socialist 
party many critics were silenced through disciplinary 
action ; outside it, public opinion was lulled into a false 
sense of security by biased official reports. M. Philip’s 
outspokenness has caused him to be debarred for three 
years from holding any party office. But the voice of 
dissent is rising again, and the Socialist critics of the 
Lacoste policy in Algeria last Sunday mustered one- 
third of the votes at the congress at Toulouse. With 
M. Mollet out of office the Socialists, too, are getting 
ready for a change of line. 
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_ The official voices of the parties lag behind ; the 
intellectual ferment, illustrated by these three books, 
is more representative of the changing mood. Repeated 
references to General de Gaulle as deus ex machina are 
another sign of the growing feeling that the Algerian 
conflict must not drag on for ever. “ Pacification ” has 
proved a total failure. Though the instigator of the 
Suez expedition is now prime minister and M. Lacoste 
is still in authority in Algiers, the attitude associated 
with their names is on the ebb. But, to use M. Aron’s 
expression; has France still time to make its own choice 
and make it lucidly ? Is public opinion, for so long 
kept in blissful ignorance, ready for the shock ? After 
years of fair weather reports the parliamentary lightning 
conductor has been corroded. Another storm may cost 
Marianne more than her hand. 


. NOTES OF THE WEEK 








COMMONWEALTH TRADE 


The Motives of Mr Diefenbaker 


CCORDING to reports, the prime ministers of the 
A Commonwealth have spent a lot of their time dis- 
agreeing with each other, but doing so ina sufficiently 
friendly way to make their conference a success. They were 
even chary about Mr Diefenbaker’s proposal for further dis- 
cussions about Commonwealth trade, although they may be 
prepared for their finance ministers to look into the matter 
a little further. Mr Diefenbaker has said that he would like 
the finance ministers of the Commonwealth to have an 
informal exploratory talk in Ottawa after they have 
attended the Washington meeting of the International 
Monetary Fund in September; and they could then 
re-examine the possibility of a full Ottawa trade conference 
in the spring. 

The Canadian Prime Minister seems to have three 
metives for his proposal. One is his wheat surplus ; if, 
after .remonstrating with Washington against American 
undercutting of Canadian wheat, he gets as dusty an 
answer as his Liberal predecessor did, some people believe 
that he may by the autumn even be in a mood to suggest 
the possibility of selling some Canadian wheat for sterling 
instead of dollars. His second motive is a quite genuine 
and warm-hearted desire to expand Commonwealth 
trade ; Canadian Conservatives make much of the fact 
that Canadian subsidiaries of American firms buy a 
lot of their supplies from the United States, which it 
might actually be more economic for them to buy from 
Britain and the sterling area. His third motive is probably 
political: Liberal cynics in Canada will say that what would 
suit Mr Diefenbaker best would be ‘an early defeat by the 
other parties just when he seems to be on the verge of 
constructive plans for Canadian trade, but before there is 
any disillusionment about the results of his earnest efforts. 


A New Ottawa? 


ITH any political undertones in Mr Diefenbaker’s 
proposals, Britain is not concerned. But it should 
examine its self-interest under the other two heads. It 
seems to be widely misunderstood. Although Canadian 
willingness to accept sterling would be a boon in any 
period of, severe dollar shortage—such as in an American 
recession—in ordinary circumstances the conditions likely 
to be attached to a sterling deal would almost certainly be 
against Britain’s interest. Already in the last year Australia 
and New Zealand have asked Britain to buy stated quotas 
of agricultural produce which we do not want, and have said 
that if they cannot earn sufficient sterling in this way they 
must be free to cut down the preferences they grant on our 
manufactured goods ; Britain has rightly refused the prof- 
fered deals, and friendlily accepted the consequences. Any 
hypothetical Canadian offer to “sell for sterling” would 
presumably be likely to be a barter deal of the same kind, 
except that Canada might offer to try to find ways to increase 
its purchases of British manufactures if Britain accepts an 
additional quota of wheat, instead of threatening to cut them 
down if Britain does not. But, in practice, Britain would still 
be likely to find itself accepting additional wheat which it 
does not want—in part payment for some manufactures 
which it should, under conditions of free competition, be 
able to sell to Canada in any event. An unprofitable 
barter deal of this sort would not be made much better 
by any Canadian offer to hold in sterling balances any 
surplus funds resulting from it; this would merely 
mean, in effect, that Canada would be making us a com- 
mercial loan. 
To Mr Diefenbaker’s second burgeoning idea—his 
desire to cut down Commonwealth trade barriers—Britain 
should, of course, give all the encouragement in its power. 









Tin neew ewe ae eee ee lL, lL lr 


y 
wn 


ye 
le 





THE ECONOMIST JULY 6, 1957 


If it were possible to-move towards tariff reductions and a 
freer trading area within the Commonwealth, together and 
in line with (but not mixed up with) the advance to freer 
trading in Europe, that would be enormously to Britain’s 
advantage. But Australia, India and other Commonwealth 
countries which are trying to build up their infant indus- 
tries behind protective tariffs—and many countries outside 
the Commonwealth—are not at all likely to agree. In any 
but a marginal respect, this second vision is sadly but almost 
certainly a dead duck. But by all means let Britain urge the 
Commonwealth Finance. Ministers to talk- about it. 


” 


DISARMAMENT 


The West’s Terms 


HE counter-offer made at Laricaster House on Tuesday 
‘Ea Mr Zorin’s proposal of June 14th for a suspension 
of nuclear weapons tests shows just how far the western 
powers can jointly go in this matter without hazarding a 
major interest of any one of them. At the same time, it 
shows what a problem these diverse interests, taken 
together, present. 

Of the four western governments on the disarmament 
sub-committee, at least three had grounds for serious mis- 
givings about Mr Zorin’s proposal as it stood. Britain has 
made its first series of hydrogen bomb tests, with good 
success so far as is known ; but this does not mean that the 
British technologists now know all that they need to know, 
or that they can, without testing some more, make all the 
kinds of weapon they need to make. Rightly or wrongly, 
the nuclear deterrent appears to the British as the great 
equaliser which alone can offset the vast Russian superiority 
in weight of metal and numbers of men. If they stopped 
testing, the Russians might go on stockpiling (if the controls 
were weak, they might even go on testing) and would retain 
their overwhelming superiority of rhass. 

For the French, to suspend tests before they have had any 
would be even more of a wrench and a risk ; it would bar the 
door through which three others have passed: Washington, 
for its part, has a present advantage in volume of nuclear 
weapons and can expect a further advantage before long 
from its lead in quality, variety, and means of delivery. 
Mr Zorin’s proposal would cut the development of new 
weapons short while leaving his government free to over- 
take the quantitative superiority of the United States. 

In sum, the three were not prepared to promise to stop 
testing unless the controls are to be effective ; unless there 
is to be some degree of conventional disarmament as well ; 
and unless the production of nuclear weapons is also to be 
stopped on terms that permit serious control. Indications 
have appeared that American and British ideas differ about 
the point in the process at which the control systems must 
be agreed in detail ; and this may yet cause difficulty. The 
western governments do not, however—and this is the con- 
session they have made—insist that this more general 
“ first-stage” agreement should be complete before the 
agreement on tests is made. They will take of lot of detail 
on trust ; but there must be a firm agreement in principle. 

So they have gone as far as they feel they can ; and they 
have refrained, after all, from bringing in any western 
political aims—such as a settlement of the German ques- 
tion—that do not have a direct bearing on the problem of 
stopping nuclear explosions. Yet their statement makes 
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clear that no quick, spontaneous gesture, but rather an 
elaborate series of negotiations to produce inter-related 
agreements to which many countries would have to be 
persuaded to subscribe, has to be expected before the test 
explosions die away. 


PRICES 


Very Basic Economics 


HE sharp rises in coal prices and rail freight charges 
T have been a signal for some: newspapers to proclaim 
that the long price plateau—a strictly relative term, which 
means that the cost of living has risen by only 2 per cent 
in the past year—is now near its end. It may be, but the 
fearsome percentage increases which are now being gloomily 
forecast will not, if they come, be mainly the fault of the 
railway authorities and the Coal Board. Their increases, as so 
far announced, will add some £80 million to their revenue, 
and thus to other people’s costs, in a full year ; on a total 
national income of £18,000 million, that represents an 
increase in real costs of less than } per cent. The direct 
inflationary content of the increases would be greater than 
this only if they were increases which were likely to transfer 
money from places where it is saved to places where it 
would be more likely to be spent ; these increases, designed 
to counter or mitigate deficits in the accounts of nationalised 
industries, obviously are not. 

What is true is that several recent increases in industrial 
costs which have added to demand—notably, of course, the 
wage increases—have not yet been fully passed on to con- 
sumers, and are therefore presumably being partly absorbed 
by profit margins. With demand buoyant, industry is not 
likely to tolerate this for long—and it is for this reason that 
ptices may soon come off the plateau. This threat is bad 
enough. It is a pity that some industrialists are making it 
look inaccurately worse by bewailing that the new rail and 
coal charges will “ enter into the price of almost everything 
in the country ” (which merely means that their £80 million 
impact will be widely and fairly thinly spread) and that price 
increases are particularly inflationary when they take place 
in “ basic industries” (whatever that term means). And 
the time has surely come to put a wrap on that hoary mis- 
conception—supported only recently by a Minister of the 
Crown—that because coal prices enter into rail costs and rail 
prices into certain coal costs, there is “nothing to stop” 
these two nationalised industries continually raising their 
prices to make up for the rise in costs caused by the other. 
“ Nothing,” this means, except the Hamlet of the play of 
price economics: Hamlet is demand. 


TRADE UNIONS 





Is the Body a Corpse? 


LTHOUGH the leaders of the Trades Union Congress are 
due to go to 10 Downing Street again on July 17th to 
discuss the proposal for an independent body to give advice 
about wage increases and other economic trends, the 
Government’s chances of securing their co-operation are 
now less than slender. At the miners’ annual conference 
at Torquay this week, Mr Ernest Jones, who is no left wing 
militant, aimed what he obviously intended to be a death 
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blow at it. And if Mr Jones will have none of it, very few 
other trade union leaders will. 

This means that if any such body is formed there is likely 
to be no representative of the TUC on it; and that the 
workers will have been as good as told to take no notice 
whatever of its pronouncements. But does this matter ? If 
the body had been representative of the two opposing sides, 
all its pronouncements would have been compromises. It has 
always seemed that it would be a much better idea to set it 
up as a body representing neither trade union leaders nor 
employers, and making its appeal over their heads to public 
opinion. Public opinion, after all, has quite an important 
influence on the course of industrial disputes ; indeed the 
opinion of people who are trade union members, but not 
active ones, has an effect on whether disputes are ever 
started. It might do some good if the public were given the 
facts on which to weigh up the arguments as each annual 
wage bargaining period approaches. 

It may be objected that the public is always being told 
about inflation and all that by politicians, press and broad- 
casters. Any report from this body would merely be another 
such pronouncement. But it would have one advantage over 
any newspaper article or broadcast, in being likely to get 
much greater initial publicity. The requisites for it doing 
any good would be that it should not be regarded from the 
start as obviously right wing propaganda, and—very impor- 
tant, but easy to overlook—that it should be much more 
readable and quote-worthy than the average white paper. 

Fhis sets one ruminating about the best composition for 
the body, if it is set up. Probably it would have to have an 
“impartial lawyer,” perhaps a retired judge if active judges 
are too busy; presumably, it would have to have an 
economist ; and certainly it ought to have some man of the 
left (though not an active trade unionist), if only because 
what is not self-confessedly left is suspected of being right. 
Most important of all, however, it should have someone who 
could turn a neat phrase that would catch the public ear and 
make the brilliant headline. So constituted it could not pro- 
nounce on individual claims or recommend any particular 
share-out of wage increases. But it could make better known 
the trend of prices, productivity and exports—all the facts 
which are quoted and misquoted whenever claims are made 
and resisted. 


ANALYSING THE ECONOMY 


More Vital than Truisms ? 


«J NDEPENDENT and impartial economic advice” from a 

Government-sponsored body set up to brood over 
wage negotiations is one thing; from an_ unofficial 
but expert research organisation concerned to analyse the 
day-to-day workings of the British economy, it is likely to 
be another—possibly more independent and impartial, cer- 
tainly more economic. However useful the first may be, 
Britain has up to now also been rather short of the second 
kind; but plans to improve the supply of this private 
economic advice, which can be valuable in far more of the 
operations of business and the economy than the politically- 
charged process of wage bargaining,.are now nearing fruition. 
For .some years the London and Cambridge Economic 


Service, with rather meagre resources, has been the only - 


academic body offering (quarterly) running comment on the 
course of the economy. The National Institute of Economic 
and Social Research, which since its foundation in 1929 has 
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concentrated upon basic and longer-term study of specific 
aspects or sectors of the economy, is now building up a team 
of economists and economic statisticians to carry on a con- 
tinuous study of the economy, reporting in a frequent (prob- 
ably monthly) bulletin. 

This new service deserves the support of business ; and 
since the effort will cost roughly twice as much as. the 
£20,000 a year for five years granted by the Ford Founda- 
tion, which enabled it to be launched, British businessmen 
will need to make their support financial. There are a 
number of growing reasons why it should pay them to do so. 
The interdependence of the economy is coming home very 
practically to businessmen whose investment projects 
require longer-term planning than used to suffice. The 
former lack of information about the British economy is 
gradually being replaced by a plethora of raw data 
that is even more tantalisingly difficult to interpret (for 
example, the role of stocks in the British economy, and of 
forward orders). And the growing economic and intelli- 
gence departments now begun by many companies are con- 
stantly being pressed for general economic interpretation 
and forecasting of a nature that they are not set up to supply. 
Of late, there has been a steady improvement in the quantity 
and perhaps the quality of economic information from some 
of the Government’s statistical departments, and the infor-. 
mation has been made available faster. But this has not 
been matched by any improvement in official interpretation 
of these fuller and faster facts to the public. 


Judgment Minus Politics 


OTH its independence and its close links with continuing 
long-term research upon the economy should guarantee 
the new team now organised by the National Institute of 
Economic and Social Research the chance to comment more 
wisely upon the economic statistics that the Government 
compiles than the Government itself ever bothers to do. 
Economists and statisticians in Government service are 
primarily concerned to gather the facts to inform the policy ; 
they publish most of these facts (and the NIESR team, like 
other experts in the field, will presumably have access to 
those that are not published). Official interpretation must 
inevitably be largely political ; the annual Economic Survey 
and the monthly bulletins produced by the Treasury have 
in recent years become increasingly political documents 
using (and selecting) the facts to explain and support a 
given policy. A greater supply of independent, completely- 
informed comment from outside, indeed, ought to feed back 
considerable assistance to official economists. 

In a recent issue of Lloyds Bank Review Mr I. M. Little, 
who was not long ago released from the small band of 
official economists attempting to guide Government 
economic policy, specifically questioned The Economist’s 
view, expressed about a year ago, that 

Experience in recent years suggests that the economic 

technicians behind American economic policy have a much 

more sensitive and sure judgment of the economic indica- 

tors that their statisticians supply than the British display. 
It is certainly beginning to look as if during the period 
under review American economic technicians may have had 
a run of luck ; nevertheless, The Economist would hold to 
this view. Mr Little, it is pleasing to record, also felt the 
need for some “ new semi-official research institute,” which 
could publish its views as against advising politicians and 
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then trying to justify what they decide. This, he felt, 
should permit the better performance of some of the things 
now done by officials, including an improvement in the 
methods used for forecasting and controlling demand, with 
the further advantage of publication of outside criticism. 
This is right. Moreover, the appointment as director of 
the National Institute of Mr Christopher Saunders, at 
present second-in-command of the Central Statistical Office, 
should guarantee both the quality of this new source of 
economic interpretation and its relevance to current 
business decisions. 


GERMANY 


Injured Atomic Innocent 


ONN reacted with hauteur to the Russian note of June 
B 27th on atomic weapons. The note, which accused 
west Germany of seeking to become a base for atomic 
aggression against Russia, was “‘ extraordinarily regrettable,” 
a spokesman said, and “ went to the extreme limit of what 
was customary.” The west German government has given 
an earnest of good faith on disarmament this week by an 
expression of readiness to agree, as part of the “ first phase,” 
to an inspection zone in Europe (rather than the Arctic, 
Dr Adenauer’s earlier suggestion). And it has emphasised 
once more that even if no disarmament agreement is reached, 
the use of tactical atomic weapons by German forces is not 
a practical issue this year or next. ' 

The righteous indignation with which the Soviet note was 
received was, however, somewhat marred by the curious 
manner in which the atomic energy bill met with a hitch 
a few days later, on Tuesday. The Federal Government has 


_ for some time been preparing a bill on atomic power, a sub- 


ject which at present — like any matter not specifically 
assigned to the Centre in the Basic Law—comes under the 
jurisdiction of the Lander. So this week the necessary 
amendment to the constitution was put forward bringing 
atomic matters under federal authority. In committee, 
however, the Social Democrats had caused to be inserted 
a qualifying phrase, “for peaceful purposes.” Apparently 
this phrase was unpalatable to a sufficient number of liberal 
and Christian Democratic members (including, it is being 
said, some close to the Chancellor) to make it impossible to 
find the necessary two-thirds majority. For the present, 
therefore, atomic energy remains outside the reach of federal 
legislation. As can be understood, the feeling exists among 
supporters of the present government at Bonn that it is 
expedient to keep the way clear if, in time, Bonn should 
wish to legislate for the manufacture of nuclear materials for 
war whether alone or in co-operation with its allies. Still, 
the incident, with its apparent substantiation of Russian 
claims that Bonn has been insincere in its exchanges with 
Moscow on the subject, is a gift to Soviet propaganda. 


A Shortage of Militarists 


OLITICAL trumpets did not sound when the first three 

west German divisions were handed over to the Shape 
command on Monday ; for the divisions come to General 
Norstad not as the spearhead of a polished, swiftly growing 
German force, but as a makeshift, as yet unfit for battle, in 
an army the further growth of which, it is now clear, will be 
subject to more delays. Herr Strauss, the west German 
defence minister, maintains his promise to provide Nato 
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21 
with seven divisions by next March the three grenadier 
divisions already handed over, one airborne, one mountain 
and two armoured divisions. But though the divisions will 
be ready on paper, their military effectiveness will be very 
much in doubt. And when the further five German divi- 
sions will come, to make the twelve that were envisaged, is 
anybody’s guess, 

The new German army, first held back by lack of barrack 
space, suffers now from a shortage of competent officers 
and NCOs. Heir Strauss has managed to get 97,000 men 
into uniform, but future progress is bound to be slower, 
for he admits that he cannot find the men to lead them. 
The inadequacy of his present cadres was brought home 
to the German public in June when fifteen young soldiers 
were drowned in the swollen River Iller through an ill- 
judged order. The public outcry that has followed imposes 
on Herr Strauss a degree of caution in building up his 
fighting units. 

Finding the right cadres in west Germany is not an easy 
task. Herr Strauss is making a laudable attempt to keep 
the army out of the hands of the old lags, of whom there 
are plenty ready to volunteer. But it is difficult to find 
a substitute. Shorn of its former glamour, a military career 
has little appeal to the sceptical younger generation of 
Germans. Their booming country is full of more attractive 
prospects ; they have shown, as yet, no more enthusiasm 
for uniform than their contemporaries in other democracies. 
Even the prestige of a commission is not what it was. An 
unmilitary army is not easy to create. 


EUROPEAN CURRENCIES 


Medicine for the Healthy 


S France wrestles with its payments crisis, German 
A economic policy is meeting strong criticism from its 
European neighbours. The desperate reversal by France 
of much of the trade liberalisation achieved since the war, 
and the continuing and growing deficit of Britain and other 
European countries in the European Payments Union, pro- 
claim the need for drastic steps to halt the flow of gold 
to the Bank deutscher Lander. In last week’s meeting of 
the Organisation for European Economic Co-operation, 
Britain, France, Norway, Switzerland and Belgium all com- 
bined to attack German policy ; they indicated that if west 
Germany did not change its ways the Deutsche Mark might 
have to be declared a “ scarce currency” in the autumn ; 
this, it is suggested, would permit Germany’s European 
neighbours to discriminate against Germany in their import 
policies. The mild measures taken hitherto—debt repay- 
ment, tariff cuts—were not enough, the critics charged, to 
correct the German surplus. They demand more infla- 
tionary domestic policies, a more liberal import policy for 
farm products and, with growing unanimity, an upward 
revaluation of the mark. 

The Germans themselves are aware of the need to reduce 
their chronic surplus. Their exports to France, lifted high 
by the French boom, have been sorely hit by France’s new 
restrictions ; the application of these to the Saar, now politi- 
cally in west Germany, but still temporarily a part of the 
French economic union, is a peculiarly painful blow ; and 
the prospect of a discrimination against Germany by other 
countries, too, is alarming for German exporters. New 
measures are therefore being brewed in Bonn and Frankfurt 
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to alleviate the surplus—further early repayment of west 
German: foreign debts, and an OEEC loan to France, to 
which west Germany would be the main contributor, equiva- 
lent to 1,000 million marks. A growing body of German 
opinion recognises that such measures are merely sops, and 
that later this year west Germany may have to take the 
plunge and revalue the mark. 

It is easy, on the other hand, to sympathise with the 
comment of Herr Vocke, the President of the Bank deutscher 
Lander: “A revaluation of the mark means curing the 
healthy man.” An alteration of the exchange_rate for the 
mark should be part of a broader readjustment of rates, in 
which the sick franc as well as the healthy mark would 
take its medicine. 


‘TELEPHONE TAPPING 


The Birkett Inquiry 


IR NORMAN BIRKETT’S name at the head of the three 
Privy Councillors investigating telephone-tapping is 
some assurance of a genuine probe, but this way of tackling 
the question still raises considerable misgivings. Presumably 
the Birkett committee will take the bulk of its evidence 
from ex-Home Secretaries and their past and present civil 
service advisers ; and one suspects that the two ex-ministers 
who are to be Sir Norman’s colleagues (Lord Monckton 
and Mr Gordon Walker) may have a predilection to agree 
with these witnesses that the maintenance of “ adequate ” 
powers for officialdom is a very good thing. 

Mr Gaitskell and Mr Grimond, however, clearly thought 
that they were striking a blow for freedom when they 
bullied the Prime Minister into agreeing to this sort of 
inquiry, and doubts may yet be dispelled. But it is im- 
portant to get clear what the. Birkett report should contain. 
It should begin with a detailed explanation of how 
telephone tapping is-at present carried out—who asks for 
it, who authorises it, who does the work, what happens to 
the results.. The report should then either give the figures 
for the number of telephones tapped over recent years, or 
very detailed reasons why these cannot be published. 
“Inevitably, the public suspects that the reason they have 
not been published hitherto is that they are shockingly 
large. The committee should also present a detailed 
account of letter opening, and only when the past has been 
thoroughly probed should it suggest rules for the future. 
The Labour party has felt strongly that the Birkett 
committee should be prodded into reporting in time for 
there to be a Commons debate before the long recess opens, 
probably on August 2nd. There are signs already, however, 
that the committee will not find this timetable possible. The 
Government will obviously have no regrets if further dis- 
cussion can be held over until the autumn, but MPs— 
inquiry or no inquiry—ought to keep their own part of the 
pot on the boil. 


BUS DISPUTE 


Climbing Higher 


HE provincial busmen have resolved to strike on 
July 20th unless they can persuade their employers, 
the private companies and the British Transport Commis- 
sion, to improve on their offer of an extra 3s. a week. The 
main point in the Transport and General Workers’ Union’s 


‘standing passengers. 


THE ECONOMIST JULY 6, 1957 
case is that the difference (30s. 6d. for drivers) between their 


‘pay and that of London busmen is too big, bigger than can 
possibly be justified by the difference between London 


and provincial living costs and much bigger than in other 
industries, where they reckon that the average is only. 6s. 8d. 
If anyone should point to the strain of driving in London 
traffic, they reply that on London Transport’s country 
services the drivers get a guinea more than they do, and any- 
way, what about the strain of getting a huge bus through a 
Devonshire lane ? The busmen claim to be particularly 
angry because the 3s. is already being ‘put into their pay 
packets ; they regard this as a high-handed indication that 
it is all they will get and that the discussion is now closed. 
The employers’ case is that they gave an extra §s. only last 
November, and that the total of 8s. just makes the § per 
cent that seems to be the general run of this year’s rises. 
But to that Mr Cousins and his TGWU reply that there is 


‘nothing sacred about 5 per. cent, and it all depends with 


what wage you start. 
Not for the first time the private employers’ hand has 
been weakened by the public authorities. The municipal 


“‘busmen have been offered an increase of 7s. 6d. on the 


conditions, copied from the engineering settlement, that they 
made’ no new claim for a year and took aboard more 
Their negotiators brushed aside the 
conditions, but even so the men will not accept 7s. 6d.; yet, 


. with the earlier §s., it would make the large increase of 


12s. 6d. for the year—a bill which some of the municipalities 
can meet by running up their deficits and just charging the 
ratepayer. To counter the weakening of their position by 
this unfair competition, the private employers can reflect 
that a bus strike at holiday-time would make: their drivers 
extremely unpopular. But as-the matter is to be discussed 
by representatives of both sides at.the Ministry. of Labour 
next week, the present danger is that a so-called “com- 
promise ” will be reached—which will mean that the 5 per 
cent standard will creep up to something higher. 


MIDDLE EAST - 


The Arabs are Neutral 


T is important for the western world to remember, as it 
preens itself on restoring its collection of Middle Eastern 
friends, that each time an Arab leader leans too far towards 
it (or, indeed, towards the Soviet Union) there occurs a 


compensatory lurch the other way. The reason for this 
seesaw motion is that—no matter how pro-western or 
pro-Soviet a statesman may be—he has behind him a public 
that is neutral, parochial and disillusioned about a liaison 
with either world block. 

The latest example of this sway and counter-sway is the 
anti-Saudi incident in Syria described by our Middle East 
correspondent on page 41. A minister overstepped the 
anti-western traces ; the Saudis chinked their purse ; the 
offender is to be sent on sick leave. But the process just 
as often works the other way about, as when King Saud, 
upon visiting Amman and undertaking to pay (along with 
western subscribers) for keeping Jordan solvent and secure, 
was at pains to issue a communiqué proclaiming solidarity 
with Egypt. Similarly, President Nasser, in a week in 
which he has appeared on British independent television 
and spoken of his hope for better relations with Britain, is 
righting the unbalance by a week of particularly virulent 
radio attacks on the United States. 
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Progress in Electronics 


Automatie transfer of processed 
cathode ray tube bulbs eliminates 
laborious handling by operators. 
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and machines 


Over the past ten years the machinery on which Mullard 
electronic valves and tubes are manufactured has been 
completely revolutionised in design. This has been achieved 
through intensive research into manufacturing techniques 
and by a bold productive investment policy. 

To-day’s machines produce more and better valves and 
tubes because many processes are automatically controlled, 
and the unavoidably erratic element in human intervention 
largely eliminated. 

This trend towards increased mechanisation and auto- 


matic process control has accompanied the great develop- 
ment of the Electronics Industry. Since 1950, the number 
of men and women employed in Mullard factories alone 
has increased by more than 110%. 

The Mullard attitude towards production takes heed of 
the welfare of the employees and the prosperity of the 
towns in which Mullard factories are situated. Above all, 
it recognises the responsibility of a leading organisation in 
a vital industry to produce efficiently in the national 
interest. 


Mullard 
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We change the face of 
Industrial Britain 


Tom Cassidy, aged 51, whose speech 
reminds the hearer of the Emerald Isle, has_ 
been for years in charge of the painting for 
Abbott of Harrow at vast new factories 
near Luton and Dunstable. There, 
Vauxhall Motors Ltd., are turning out cars 
and commercial vehicles by the thousand, 
and so proving to the. world that Britain 
can make it better. 


Tom and his painting squads are proud 
\ of their work on modern, bright colour 
combinations, designed by the Architects, 
Messrs. Howard, Souster & Fairbairn. 
These vivid decorative schemes are restful 
to the eye and ensure that thousands of 
workers enjoy a sense of calm and optimism 
of spirit. Abbott of Harrow who have, in 
the past year or so, carried out contracts 
worth nearly a million pounds on sites 
throughout England, help provide cheerful, 
harmonious, stimulating conditions for the 
men and women of industry and commerce. 
They can organise night work and specialize 
in major operations to avoid disruption of 
your routine. 


Why not ask for an estimate for your 
office or factory ? 


ABBOTT OF HARROW, the Painters 
and Decorators, Sherbourne House, 
Northolt Road, Harrow, Middlesex. 
BYRon 5555. 


ABBOTT OF HARROW keep Britain Beautiful 


RICH DARK | 
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Even in Iraq the dictum holds good. Nuri Pasha, astute 
and pro-western, had become such a symbol of antagonism 
to the social reforms for which Nasser’s Egypt is supposed 
to stand that even Iraqis who admire him are glad to see 
him go. He had earned them an Arab cold-shoulder and 
they, without necessarily wanting to change his foreign 
policy, crave for the Arab family reunion which his per- 
sonality has lately precluded. 

This blurring of Middle Eastern outlines need not worry 
western onlookers. They derive no advantage whatsoever 
from a division of the Arab world into two camps branding 
one another as “ dangerous reds” and “ reactionary tools 
of imperialism.” For whenever the division grows sharp, 
there emerges the unfortunate outline of a “ reactionary ” 
group small in numbers, unequal to its adversary in mass 
appeal, and tending to identify the West as a frumpish figure 
oa the old-fashioned side. There are advantages in leaving 
the Arabs scope to be neutral, 


CHINA 


Chou Tightens the Screw 


LLUSIONS about free speech in China that may have been 


fostered by Mao Tse-tung’s secret speech of February . 


27th are being dispelled by the current session of the 
National People’s Congress in Peking. The NPC, first con- 
vened in 1954, is the parliament of communist China and 
meets once a year to approve the government’s policies. It 
has heard a massive report by the prime minister, Mr Chou 
En-lai, and a budget speech by the finance minister, Mr Li 
Hsien-nien. 

Mr Chou’s opening speech makes it clear that the cheng 
feng (“correct the wind”) campaign is turning into a 
denunciation of “rightists”"—tending to confirm an early 
impression that one purpose of the cheng feng movement 
was to tempt critics of the regime to expose themselves. The 
speech, remarkably defensive in tone, is sprinkled with 
references to “ rightist conspiracies.” The exposure of these 
plots, said Mr Chou, would help the people to “ rally more 
closely round the communist party.” 

Within the past few days, Peking’s radio’s home transmis- 
sions have carried many reports of denunciations of right- 
wing views, including some by “a great majority of the 
delegate groups ” at the People’s Congress. Various indivi- 
duals have been denounced for “ rightist” views, and in 
Nanking the leaders of the China Construction Party have 
been arrested for conspiring to overthrow the government. 

It is hard to say just how far the widespread political dis- 
content now bubbling to the surface is paralleled by 
economic complaints. Mr Chou, protesting, perhaps, a little 
too much, claimed that the standard of living of the peasants 
and workers had risen in the past year. He sought to refute 
allegations that the first five-year plan had been bungled or 
that state marketing had been a “ pretty mess.” -But some 
of his supporting figures are statistically valueless. 

The impression of an overstrained economy is sustained 
by the new budget, which records a deficit of £260 million 
in 1956, attributed by the finance minister to flood relief 
expenditure and “ over-fulfilment ” of capital projects. The 
minister announced cuts of 1.5 per cent on defence, 8 per 
cent on administration and 20 per cent on capital invest- 
ment, but aid to other countries (mainly north Vietnam) will 
be raised by 25.7 per cent. “ Over-fulfilment ” is a less 
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virtuous thing than communist planners claim ; but there 
is no doubt, on the basis of Mr Chou’s and Mr Li’s reports, 
that China’s power, if not its people’s happiness, is being 
rapidly increased under communism. 


HUNGARY 


Hungarian Communism, New Style 


HE new Hungarian Communist party, which was formed 
- when the old party disintegrated under the impact of 
the revolution, has just held its first national conference. 
In November any connection between the new Hungarian 
Socialist Workers Party and the old and discredited Hun- 
garian Workers Party was specifically denied ; today the 
connection is acknowledged to the extent of denying that 
the new party is in fact new at all. The Hungarian people, 
who are living through a period of terror and repression at 
least as bad as anything for which Mr Rakosi was respon- 
sible, will accept the denial readily. 

The new party has some 345,700 members—only just 
over 40 per cent of the membership of the old party. This 
is claimed as a healthier state of affairs than the “ too large 
membership ” of previous years. But the new and more 
compact party is evidently still beset by ideological factions 
and personal intrigues. In theory it eschews both the “ dog- 
matic sectarianism ” of Mr Rakosi and Mr Geroe and the 
“revisionism” of Mr Imre Nagy. A drive for ideological 
purity will include the revival of party schools, the reorgani- 
sation of party training and the reintroduction of the com- 
pulsory teaching of marxism and leninism in universities 
and high schools. In practice, however, it seems that the 
more extreme left-wing stalinists, led by Mr Antal Apro 
and Mr Karoly Kiss, are steadily gaining the upper hand 
in the party. This is reflected in the eighteen additional 
members of the central committee who include several 
decided Stalinists, notably Mr Joszef Revai, who used to 
be Mr Rakosi’s ideological expert. 

Mr Kadar, tarnished as his old reputation for moderation 
has been by his broken promises and his increasing resort 
to repression, is apparently conducting a rearguard action 
against the extremists without success. He warned the party 
conference of the danger of forgetting “the faults of the 
old leadership.” He is believed to have been moved to fresh 
efforts to stem the swing to extremism by the outcry in the 
West at the judicial murders that are going on in Budapest, 
as well as by the United Nations report on Hungary. The 
present sombre plight of the Hungarians is no argument for 
keeping that report quiet ; on the contrary, it is a compelling 
reason for giving it all possible publicity. It is much-to be 
hoped that the plans for debating the report at a special 
session of the General Assembly in September will not be 
allowed to peter out. 


LONDON 


St. James’s and the Octopus 


wo recent items of news—one particular, the other 
"geeeahohane vividly brought out the planning problems 
of present-day London. The particular event is the sealing 
of the fate of St James’s Theatre. Mr Brooke has confirmed 
the view of the London County Council that £50,000 or 
more is too high a price for London’s ratepayers to pay for 
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saving the theatre from demolition and replacement by 
offices. The St James’s is only one among several old 
theatres threatened by a similar fate, and they raise a real 
dilemma—even for those who accept the case for artificially 
maintaining a large number of theatres in London. 
Normally, to force any business to keep in being nineteenth 
century capital equipment is the worst way of propping it 
up. If new modern theatres were going to take their place, 
it would be extravagantly antiquarian to preserve these 
sentimental old buildings—many of which are expensive to 
run, with old-fashioned facilities for seating and produc- 
tions, and set down in parts of the town that seemed most 
economic for theatres before the invention of the horseless 
carriage and the underground. But the snag is that sub- 
stitutes for any destroyed showplaces are not going to be 
built, and commercial competition for valuable sites looks 
like overwhelming the smaller and more serious theatres in 
particular, unless public authorities rally to their aid. 


* 


On a far vaster scale, the account given (in Cmnd 193) 
by the Ministry of Housing and Local Government of 
developments in the London region—the first such report it 
has deigned to give—traises a similar problem in the incon- 
venient economics of location. Between 1948 and 1955, 
employment in the London region was growing half as fast 
again as in the country generally, and 35 million square 
feet of office space were built or licensed for central 
London. This tidal wave of office building foreshadows a 
still further increase in the number of jobs. As the pro- 
portion of London wives and dependants who go out to 
work is already extremely high, these jobs can only be filled 
by immigrants to London from other parts of the country. 
Where are they going to live ? 

A few might occupy a residential precinct in the City, 
if the City fathers can bestir themselves to take the idea 
seriously. But most of them—like an increasing number of 
existing Londoners—will clearly try to live in the suburbs. 
Since 1938, the population of the County of London and sur- 
rounding boroughs has fallen by as much as a millions while 
those living in distant suburbs have increased by 800,000 
and in new towns (where work is local) by 130,000. Since 
the suburbs are now virtually full up and the green belt is 
zealously guarded and paid for out of public funds, it seems 
probable that additional workers in central London will have 
to live still further afield. Added to the natural trend 
towards longer daily journeys, this new factor might prove 
the final undoing of the overloaded transport system. Unless 
the Government bestirs itself to preventive and curative 
measures—by switching some office building elsewhere, if 
it is Only to the suburbs, and by at least keeping pace with 
traffic requirements—the octopus of over-concentration 
which throttled St James’s threatens to bring all London still 
nearer to a standstill. 


MALAYA 


Islamic State 


NDEPENDENT Malaya’s constitution has now been finally 
produced on the basis of the Reid report and this week 
Mr Lennox-Boyd introduced into Parliament an enabling 
bill to give Malaya independence and provide for the intro- 
duction of this constitution by order in council. It does not 
diverge greatly from the proposals already put forward and’ 
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agreed in London, but where it does it is to the further 
advantage of the Malay population. The right to use a 
Chinese or Indian language for official purposes for the first 
ten years of the life of the new state disappears ; there is 
to be no review of the decisions of the head of state in 
reserving public posts for Malays ; there is deeper entrench- 
ment of Malay land rights; the provision for increased 
numbers of nominated senators increases the possibility 
of packing the senate with Malay interests. All this was 
perhaps to be expected ; Malaya’s communalism complicates 
constitution-making as much as Africa’s tribalism. Mean- 
while, the provisions which were agreed by the Colonial 
Office for making Islam the state religion of Malaya have 
begun to look far less harmless than they did, now that the 
Malay religious bodies have startéd to put teeth into ancient 
enactments regulating the relations, marital and others, 
between infidels and those of the ‘faith. 

Even the provisions for dual citizenship—Malayan and 
Commonwealth, or—as in the case of people domiciled in 
the settlements—Malayan and United Kingdom—have been 
somewhat whittled down ; behind the new document there 
seems to lurk the shadow of a fanaticism which has done 
Pakistan no good, but which in Malaya could be super- 
charged by race tension to a far more intense degree. It 
is to be hoped that the Chinese by their part in public life 
will be able to smooth these harsh edges of the constitution ; 
if they cannot, it may give rise to hardships on which the 
communists, temporarily nonplussed and vainly trying to 
regain influence, might capitalise. It remains to be seen 
how the marriage of western democratic and judicial forms 
with Islamic traditions and ambitions will turn out. 


ITALY | : 


Signor Zoli Resuscitated 


HE long Italian cabinet crisis was ended last week—at 
least for the time being—by the resuscitation of Signor 

Zoli. Just over a fortnight earlier, on June roth, he had 
resigned after discovering that his majority in the confidence 
debate in the Chamber depended on the unwanted support 
of the neo-fascist MSI. On President Gronchi’s persuasion 
the secretary-general of the Christian Democrats, Signor 
Fanfani, spent three days in exploring the chances of reviv- 
ing the four-party coalition. But Signor Fanfani discovered 
“insuperable difficulties” and gave up the task; he was 
probably not sorry to go back to the more congenial task of 


_ getting the party organisation into fighting trim for the next 


elections. 


The President then produced a novel expedient for 
breaking the apparently unbreakable deadlock. Recalling 
that he had never formally accepted Signor Zoli’s resigna- 
tion, he announced that he was not prepared to accept it 
now, and told Signor Zoli that he must carry on. This turn 
of events no doubt surprised Signor Zoli as much as anyone. 
But he duly presented himself once more to Parliament, 
which accepted him without making him run the gauntlet 
of a fresh vote of confidence. 

The politicians may well have been stumped for any 
alternative other than bringing forward the elections from 
next spring to the coming autumn. The electoral melting-pot 
probably seems less attractive the nearer it comes. But its 
imminence also fills the centre parties with a great desire 


to assert their separate personalities ; this could prove to be 


Signor Zoli’s undoing. He still stoutly repudiates the support 
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of the neo-fascists and insists that he will carry on with his 
original programme ; this includes controversial measures 
for land reform and regional autonomy, which the Liberals 
are certain to oppose. He may, however, in practice be more 
prudent and stick to the more immediate” matters — the 
European treaties, the Po flood relief measures and the 
budget—on each of which it should be easier to scrape 
together a majority. If in this way he manages to limp along 
to the end of the month, when parliament goes into recess, 
the politicians should be able to enjoy their summer 
holidays without the unsettling prospect of elections in 
the autumn. 


HIRE PURCHASE 


Advertising Terms 


OLONEL SCHOFIELD’S private members’ bill, designed 
ee to secure truth in advertising hire purchase terms, 
has now passed its third reading in the Commons, and 
has a good chance of becoming law. The Government 


_ evidently feels that it will curb the activities of a margin of 


dishonest hire purchase traders who attract custom to their 
doors by misleading advertisements and then rely on their 
persuasive sales-talk to tie up the unwary hire-purchaser in 
onerous terms at extortionate rates of interest. But it is 
difficult not to sympathise with the main criticism of the 
bill, which is that, in so far as conditions are introduced 
which really prevent misleading or incomplete advertise- 
ments, they unduly hamper the majority of honest 
traders ; and, in so far as let-out clauses have to be inserted 
in the bill to meet this difficulty, they open the door again 
to the fly boys. 

Controversy has centred upon two clauses. The first pro- 
vides that specified details of the terms of a hire purchase 
offer must be advertised, and no “ undue ” prominence given 
to any one part of the offer. This is.an attempt to get over 
the “ small print ” method of encouraging the customer not 
to look carefully enough at the terms of the contract he is 
signing. The Government and the sponsor accepted an 
amendment that the cash price must be quoted as well as 
the hire purchase terms, so that customers could see what 
they were paying for credit. But it remains open to less 
scrupulous traders to inflate cash prices (many do) to spread 
just the opposite impression that they give easier terms than 
honest ones ; this trick is especially prevalent in contracts 
involving second-hand goods, such as cars. 
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Moreover, because a hire purchase advertisement is not an 
offer of goods, but only an offer to discuss a contract, a clause 
has had to be inserted in the bill which permits advertise- 
ment terms to diverge from the terms actually offered to 
an individual customer (essential because prices may change, 
purchase tax may be altered, customers’ credit varies, and 
so on). Once again this lets the fly boy in. The truth is 
that there is no substitute for the economically minded 
buyer who shops round between traders, and ruthlessly 
compares both the value of goods and the terms of contracts. 
The best course is to create more of these. But how ? 


THE ENGLISH WEEKEND 


Summer Joys 


TINKING, grinding, jerking, screeching, in an alternation 
of spastic progress and sheer immobility at such places 
as Maidstone and Esher and Staines, several million pounds’ 
worth of horsepower crawled last weekend from Greater 
London and other conurbations to the seaside and back 
again ; each driver with his family, and each sweltering 
coach-load, benefiting meanwhile from whatever tempera- 
ture corresponds, inside a metal oven in full sunshine, to an 
official shade reading of ninety-plus. Given an enforced 
flight from earthquake, flood, fire or invasion, these 
sufferings would make sense ; considered as a pleasure, or 
even the price of a pleasure, they do not. Weekends such 
as the last are, to be sure, rare in an English summer. But 
the number of cars on the roads is inexorably rising ; the 
number of workers enjoying a five-day week is rising, too ; 
and as successive summers pass it will accordingly take a 
less and less exceptionally sun-soaked weekend to produce 
a similar purgatory. Geography, demography, and pros- 
perity between them ensure, in fact, that it shall become 
less the exception than the norm. 


To look for relief for this weekend traffic to a campaign 
for road improvement would be wildly unrealistic. It is 
the movement of normal industrial traffic that has priority ; 
and though a by-pass or fly-over designed for its benefit may 
incidentally help the weekender, the effect could hardly be 
more than marginal—even were it less obviously true that 
better roads breed more road traffic. Other possibilities, 
however, do present themselves to a reasonably imaginative 
eye. Should Mr Butlin, or an enlightened competitor, or 
a reasonably adventurous municipality or two, provide a 
few strategically sited inland lidos and pleasure resorts— 
replete not only with swimming-podls, but with wet- 
weather attractions such as already relegate the sea to a 
minor role in the most popular seaside towns—they would 
no doubt find it necessary to charge, during the season, 
prices which at first sight would appear shocking ; but set 
against the expenditure of petrol and perspiration required 
to reach authentic salt water they would surely not be exorbi- 
tant. Alternatively—or concurrently—it is hard to see any 
conclusive reason why the British should not emulate the 
French device of the staggered weekend, with some enter- 
prises closing on Saturday and Sunday and others on Sun- 
day and Monday. One thing is certain: if any tangible 
staple product, from potatoes or blankets to beer or ice 
cream, had degenerated in quality as catastrophically as has 


' the Englishman’s weekend leisure, the natural result would 


have been either a Royal Commission or a riot. Probably 
both. 








LETTERS 








Books and Bookmaking 


Sir—The statement made by your 
reviewer in your issue of June 8th that 
“Tt is common knowledge that the 
restrictive practices in the printing trade 
are one of the biggest single factors 
which delay the production and increase 
the cost of books,” and the claim made 
by Mr Philip Unwin in your June 22nd 
issue that a new book now takes six 
months in production against three 
months before the war, are generalisa- 
tions which provoke reply from one who 
is both printer and publisher. 

It is true that the printing industry 
suffers severely from restrictive prac- 
tices and that these do cause delay and 
unnecessary cost ; but the effects should 
not be exaggerated. We suffer from four 
kinds of restrictive practices. 

(1) A restriction of entry to the craft 
section. In the case of the largest craft 
union there are over 2,000 vacancies un- 
filled. A deficiency of about 5 per cent. 

(2) We suffer from “‘ demarcation,” the 
restriction of what a man may do. 

(3) Also from restriction of output and 
redundant manning. Recently, as the 
result of strike to force an increased 
redundancy in manning, the arbitrator’s 
award required twenty-two printers to 
move from productive work to watching 
a battery of machines which had run 
merrily for thirty years without their 
“ help.” : 

(4) Finally, there is the exasperating 
restrictive practice of forcing costs up. 
A union official protested to his employer 
about a sixteen-year-old girl feeding a 
machine. No rule or agreement was 
being broken ; but he explained that the 
employment of the sixteen-year-old 
would result in the machine producing 
too cheaply. 

The picture is not wholly black. 
Since 1951 the British Federation of 
Master Printers has persuaded several 
of the craft unions to agree to co-operate 
in increasing production; and some 
have honoured their agreement and 
actively encouraged productivity. . 

The employers, especially book 
printers, have acted on the new agree- 
ments; and many have production 
bonus schemes which have had the 
effect of getting work through more 
quickly, as well as increasing the earn- 
ings of their employees. 

Apart from the delay in starting, due 
to the overall shortage of labour, a book 
takes no longer to produce today than 
before the war. Its relative cost is no 
higher in real money. The tragedy is 
that it need not be as high as it is. 
Without restrictive practices labour 
costs would be about 10 per cent less 
or possibly more—and there would 
probably be just enough men and 
women to satisfy publisher and printer. 
—Yours faithfully, 

C. E. PITMAN 
The Pitman Press, Bath 


Nigeria 


Sir—You say in an article in your issue 
of May 18, 1957, that there is no 
“immediate alternative to the present 
regional structure” primarily, as you 
argue, because immense sums have been 
spent on the regional governments since 
1954. Articulate Nigerian opinion feels 
strongly that an immediate alternative 
must be found to the present regional 
structure if any lasting union is to be 
created in Nigeria. At least two alterna- 
tives to the monstrous entities which 
now form the units of the federation 
have been put forward and publicly 
debated. 


Many groups in Nigeria have de- 
manded the creation of new states out 
of the existing regions in accordance 
with the known and ascertainable wishes 
of the peoples in the areas concerned. 
Specifically, these demands have come 
from the Calabar-Ogoja-Rivers and the 
Colony areas, and from the Middle Belt 
and the Mid-West areas. The federa- 
tion would then have eight units includ- 
ing the Southern Cameroons. 


This alternative suffers from the same 
fatal weakness as the ‘present regions. 
After about two years of a federal con- 
stitution based on these units coming 
into effect the Delta Province of the 
Mid-West would probably start to agitate 
for a separate state of its own, free from 
the hegemony of the old Benin Empire. 
Apart from reasons of _ territorial 
proximity the Middle Belt can hardly 
be regarded as a homogeneous entity 
either from the viewpoint of administra- 
tion or ethnic composition. The Rivers 
Province and the predominantly Ibo 
divisions have asked to be courted out 
of the proposed Calabar-Ogoja-Rivers 
State. It is uncertain how long Bornu 
will contain itself within a predominantly 
Hausa North. 


The second alternative is the use -of 
the provinces as the units of the federa- 
tion. There are twenty-five of these 
provinces, and with the exception of one 
the range of population is from half-a- 
million to over three million persons. 
It has been argued with considerable 
force that these provinces are not 
“economically viable.” 

If the provinces are designed to run 
grandiose governments on the same level 
and scale as the present regional govern- 
ments with a proliferation of overpaid 
ministerial and other political offices, 
then the viabilty thesis must be con- 
sidered an unassailable argument against 
the use of the provinces as the federating 
units. 

But if, as in the days of British admin- 
istration, provincial governments are 
conceived as the instruments for meet- 
ing the social and economic needs of 
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the community at reasonably high levels 
of performance, then the “ viability” 
argument cannot be considered a serious 
objection to the use of the provinces as 
the units of the federation. Indeed, as 
economic development progresses under 
the @gis of a strong and vigilant central 
government the nation and its con- 
stituent parts become more viable and 
thereby increase their potentiality for 
meeting the ever-increasing needs of the 
country. As autonomous units of the 
federation, provincial governments (to 
be renamed States) will widen the 
centres of democratic deliberation, bring 
government closer to the people, stamp 
the federation with permanency, foster 
a sense of unity and interdependence, 
and encourage at the local level healthy 
development and rivalry which cannot 
endanger the life of the federation as do 
now the existing regions. A union 
founded on the existing regions will 
ultimately wither away by decomposing 
into its tripartite components.—Yours 
faithfully, H. A. OLUWASANMI 
University College, Ibadan 


Dining on the Deficit 


Sir—With reference to your article of 
June 28th on railway catering, one 
wonders whether a completely new 
approach to the problem is not worth 
considering. You mention the sort of 
thing which is now carried out so suc- 
cessfully by the various airlines of the 
world. Would it not be worth abandon- 
ing the whole of the present system and 
installing only the sort of service one 


" gets on an aeroplane, with the same sort 


of air hostess set-up ? 

The space now occupied by the 
kitchens would presumably have to be 
modified to contain refrigerated arrange- 
ments for keeping the airways type of 
meal fresh for service during the course 
of the journey. The same standard 
could be preserved and perhaps a glass 
of wine thrown in.—Yours faithfully, 

H. B. PATEN 
Paten and Co. (Peterborough) Ltd.; 
Hotels Division 


Resettlement of Refugees 
in Europe 


Sir—Money has been freely given to 
ensure that the Hungarian refugees are 
resettled speedily and not allowed to 
become permanent displaced persons. 
It is surely the time to consider also 
those older refugees who have been in 
camps for ten or twelve years. 

The four-year plan undertaken by 
the United Nations High Commissioner 
for Refugees in 1954 at the request of 
the General Assembly was primarily 
aimed at closing the displaced persons’ 
camps in Europe. If he had been able 
to secure his $16 million target, 80,000 
people under his mandate would have 
been permanently resettled. In fact, 
despite shortage of funds the camps in 
Greece will be closed this year, and only 
14,000 people will be left in United 
Nations camps in Germany, Austria and 
Italy by the end of 1958. Having 
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achieved so much it would surely be 
tragic to leave the work uncompleted. 

However, not only is the original 
target of $16 million likely to be under- 
subscribed by $2.7 million but, thanks 
to delays in putting the programme in 
hand and rising costs, an additional 
$4.8 million will be required if the High 
Commissioner is to find solutions for 
these 14,000 “hard-core” cases who 
have suffered so much for so long. They 
could be resettled by 1960 if an extra 
$7.5 million were available before the 
end of 1958. 

A special meeting of the United 
Nations Refugee Fund Committee will 
take place on July 11th to consider the 
matter. If the British Government, with 
such a proud record of generosity to 
refugees, were to treble its present con- 
tribution of £100,000 in 1958, this Coun- 
cil feels that other nations would respond 
to such a lead.—Yours faithfully, 

M. Hoimes A Court 
British Council for Aid to Refugees 


India’s Payments 


‘Sir—The article which appears in your 
issue of June 15th paints a sombre pic- 
ture of India’s financial position and 
foreign exchange resources, and there 
can be few who, like myself, with long 
experience of business in India (what is 
nowadays known as the private sector 
and the target of much unfair criticism) 
do not agree with your conclusions. 

But as regards the change in the tradi- 
tional pattern of lending and borrowing 
from a busy season during the period 
from December to April or May to what 
is virtually all the year round tight 
money conditions, it would indeed be 
comforting to conclude that this is an 
indication that “the economy is moving 
rapidly forward.” I doubt however if 
any banker would agree with this con- 
clusion, and in my opinion it simply 
means that with the limited resources at 
their disposal banks are finding it diffi- 
cult to provide the loan facilities needed 
against stocks of commodities at present 
high prices, on the average at least three 
times higher than prewar. It is in fact 
one of the evils of inflation, aggravated 
in this case by Government controls 
delaying exports, export duties and an 
excessively high level of taxation which 
has made it impossible for merchants to 
build up reserves for use as working 
capital. And now as a result of the 
latest budgets, central and state govern- 
ments, the position has been made very 
much worse, with the new wealth and 
expenditure taxes as the last straws to 
break the private -sector’s back. 

The burning question is whether, or 
how soon, India’s rulers will have the 
courage to change course: on the 
present outlook it would seem that the 
question must be answered before the 
end of this year. 

In my opinion the prospects of foreign 
assistance, whether as investment or 
loans, will depend firstly on the treat- 
ment of existing foreign investment in 
India and secondly on the state of the 
Indian economy in general.—Yours 
faithfully, East INDIA MERCHANT 








BOOKS 








The Road to Revolution 


A Short History of Communism 
in Asia 

By Malcolm Kennedy. 
Weidenfeld and Nicolson. 
42s. 


HE basic theme of this book is to be 

found in Zinoviev’s declaration of 
1925 that “there is no doubt that the 
road to world revolution lies through 
the East rather than through the West.” 
Captain Kennedy has set out to provide 
a comprehensive history of communist 
revolutionary activities in Asia (exclusive 
of the Arab countries) since the founding 
of the Comintern, with a preliminary 
retrospective look at the origins of 
various Asian nationalist movements in 
the years before the Russian revolution. 
Primarily a specialist on Japanese affairs 
—he is the author of four books on 
Japan—he makes his approach to Asia 
from the Far Eastern angle, and he gives 
due weight to such factors as the Pan- 
Asianism of the Toyama circle in Japan 
in preparing the way for the idea of 
Asian revolt against the west, which has 
been so skilfully exploited by the 
Communists. 


A large part of the book is naturally 
taken up by an account of events that 
form part of the general history of our 
time and which are in their outline fairly 
well known: such as the Communist- 
Kuomintang alliance in China in the 
twenties ; the communist bid for power 
in China after the Pacific war ; and the 
various postwar communist insurrections 
in south-east Asia. But much attention 
is given to the obscure origins of com- 
munist parties in Asian countries and 
to their activities in their days of relative 
insignificance before they became 
“news” for the world’s press. The space 
devoted to these phases of communism 
in Asia is perhaps the most valuable part 
of the book, because it shows how much 
can be accomplished from very small 
beginnings by application of the com- 
munist theory of party organisation, 
discipline and tactics. The foundation 
of communist parties in Indonesia and 
China was largely due to the Dutch 
Comintern agent Mahring (Sneevliet), 
and the Chinese party originally con- 
sisted of only seven members ; other 
groups were formed among groups of 
Asian students in Europe, from which 
emerged such personalities as Chou 
En-lai, Chu Teh and Ho Chi-minh. The 
communist party of the Philippines, 
which came close to capturing power 
through the Huk revolt after the Pacific 
war, owed its existence to four Filipinos 
who returned to their country in 1930 
after a course of training in Moscow. 
The successes of communism in Asia— 
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as originally in Russia itself—have not 
depended on the numerical strength of 
the parties, but on their ability to infil- 
trate nationalist movements, to exploit 
social grievances of all kinds, and to take 
the lead with decisive action in moments 
of administrative breakdown and politi- 
cal confusion. 

The picture which Captain Kennedy 
paints of the present situation is a 
sombre one, for he has no high opinion 
of the Asian adversaries of communism, 
such as Syngman Rhee and Chiang 
Kai-shek, and the neutralist Asian 
leaders are apparently unable to see 
imperialism as anything but a western 
phenomenon in which Soviet rule in 
Central Asia is not included. Indeed, 
the author seems to be so aghast at his 
own account of what has happened that 
he feels he has to reassure the reader at 
the end by encouraging hopes of detach- 
ing China from Russia through removal 
of some of the “delusions and mis- 
understandings responsible for Chinese 
Communist behaviour since 1946.” 
Since Chinese communist behaviour 
since 1946 is fully explicable in terms of 
Marxist-Leninist beliefs as analysed by 
Captain Kennedy elsewhere in the book, 
it cannot be said that he carries convic- 
tion by his last-page resort to this peren- 
nial source of comfortable optimism, and 
he himself admits that it “may seem 
verging on wishful thinking.” 

The value of his book lies precisely 
in the truthfulness with which he pre- 
sents the extremely unpalatable facts of 
recent Asian history without trying to 
minimise the extent to which western 
influence has been driven out of Asia by 
the inroads of the new anti-western faith. 
What can be done to remedy the situa- 
tion is a matter for separate discussion ; 
the first essential is to get a clear view 
of the process of transformation in con- 
temporary Asia, of which the revolu- 
lutionary movements directed by 
communists are a part, Captain Ken- 
nedy’s book is a major contribution to 
such knowledge. 


A Cloud of Witnesses 


The Tichborne Claimant 
By Douglas Woodruff. 
Hollis and Carter. 499 pages. 308. 


The Claimant 


By Michael Gilbert. 


18s. 6d. 
—™ generation has forgotten 


Constable. 232 pages. 


the 


Tichborne case ; but in the seven- 
ties it held public attention for years, 
since it was an exciting story which 
touched at many points the interests and 
emotions of the age: the favourite story 
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of the missing heir ; anti-Catholic senti- 
ment; and the war between the two 
nations, since the great people obscurely 
(and rightly) felt that this crude claimant 
to a baronetcy and vast wealth was their 
champion, matching himself against the 
embattled aristocracy. 

Each of these two books tells the same 
story, but in a different way, and they 
are complementary. Mr Gilbert, having 
read the record with a modern detach- 
ment, agrees wholeheartedly with the 
verdicts of the juries in the civil and 
criminal trials; the claimant was not 
Sir Roger Tichborne, but one Arthur 
Orton, a butcher from Wapping who 
had emigrated to Australia. He has 
written a cheerful, readable, fairly 
summary account of the whole story. 
Mr Woodruff’s book is another matter. 
It is the result of years of research and 
goes far deeper: for example, it con- 
tains seventy pages on abortive develop- 
ments after Orton’s conviction, which 
Mr Gilbert ignores altogether. It is 
safe to say that no one is likely to go 
more thoroughly into the case than Mr 
Woodruff has done, or more objectively. 
Yet, in some ways, his book is less 
satisfying than Mr Gilbert’s. .He has 
not the lawyer’s prime virtue of drawing 
reasonable conclusions from _ the 
evidence as a whole, without being 
frightened by the process of rejecting 
the weaker part. He is too scrupulous, 
and hates to leave anything at all 
credible unaccounted for ; therefore he 
ends in a state of suspended judgment, 
agreeing that the claimant did not make 
out his case, but still feeling that a great 
mystery overhangs the affair and that 
no one can tell who the claimant 
really was. 


A modern reader who comes fresh to 
Mr Woodruff’s skilful exposition may 
be flummoxed by much of the detail, 
but feels no reasonable doubt about the 
main issue: the claimant was Orton, 
as the jury said. Mr Gilbert wisely 
points out that this falls into a known 
pattern of impersonation cases: recog- 
nition (like other forms of belief) is an 
effective process, and no one who once 
gets an impersonation on its feet fails 
to keep it going for a time; but it is 
the pace that kills. Mr Woodruff’s 
book, fascinating as it is, demonstrates 
the danger of living for too long 
with secondhand evidence furnished in 
bulk. 


* 


Both books can be recommended to 
those who like a good detective story ; 
but, to the sceptical mind, there is not 
much mystery about it, except in detail. 
The protagonist is moderately interest- 
ing, but most of the other characters 
are plain dull, except the lawyers, who 
are fine crusted specimens. The social 
and legal aspects (of which Mr Gilbert 
skates over the former and Mr Woodruff 
the latter) are the most interesting parts 
of the story ; the actual facts are of no 
permanent interest whatever, except to 
those whose spiritual home is the Master 
of Pembroke’s Baker Street Arcadia. 
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How Many Spains? 


Silk Hats and No Breakfast: Notes 
on a Spanish Fourney 


By Honor: Tracy. 
Methuen. 221 pages. 158. 
NGLO-SAXON travellers in Spain are 
privileged to enjoy two opposite 
luxuries—the deep pleasure that the 
Spanish people give by their remoteness 
from northern European ways, and the 
pedagogic satisfaction of reproof and 
exhortation: delightful as the Spaniards 
are, why cannot they do things better ? 
Miss Tracy, a perceptive traveller and 
an accomplished writer, enjoys both, as 
most of us do, untroubled by any sense 
of an incongruity in ourselves. She took 
the journey that is the subject of this 
gay little book conscious, as she ex- 
plains, of the existence of two Spains, 
“one that offered itself to the eyes and 
ears and seemed to be precisely as it 
always was, and another, new, bustling 
and high-minded, which lived on paper.” 
Perhaps she has not quite got the hang 
of the paper Spain. It dates further 
back than the pseudo-welfare state of 
General Franco and the Falange. Thus 
Miss Tracy’s somewhat vague mention 
of the primitive people who live in Las 
Hurdes in Estremadura recalls Chapman 
and Buck’s account of their condition 
fifty years ago; the amelioration which 
was then claimed, Chapman and Buck 
recorded sadly, “exists rather in name 
than in fact.” Elsewhere, those ghastly 
mammoth blocks of flats, those dreary 


rectilinear garden suburbs, do not, as - 


she contrives to suppose, exist solely to 
house party functionaries and hangers- 


on of the regime. The real Spain and 
the paper Spain are not so sharply 
demarcated as she would have them: 
what is there about this noble country 
that condemns its governments to 
shabby frustration and its people to 
impotent discontent, generation after 
generation ? 

But Miss Tracy’s book only touches 
politics incidentally. For the most part 
it is a diary of things seen and experi- 
enced in travelling through the western 
interior of Spain from south to north: 
Andalusia, Estremadura, Castile, Galicia, 
using the cheaper and slower forms of 
conveyance through a scorching summer. 
Miss Tracy is a gifted and admirable 
tourist. Not particularly resolute in the 
pursuit of monuments and works of art, 
she is brilliant in conveying what in 
reality draws the lovers of Spain back 
there again and again, the character of 
its inhabitants and the feel of their life. 
For that reason the tourist who attempts 
a journey in Spain that is at all off the 
well-trodden and organised run would 
do well to take her book with him: not 
only as an aid to understanding what he 
sees, but also to help him to understand 
himself and his reaction to it. For a 
journey in Spain can be a series of 
exacting emotional (as well as physical) 
tests. At some stage in the course of it, 
the tourist's mechanism will break 
down ; at another he will find himself 
concealing the failure of a plan in order 
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not to distress the charming people who 
have misdirected his attempts to embark 
upon it; at another, under stress of a 
baffled frustration induced by waste of 
energy, he will feel himself coming to 
the boil. These standard reactions and 
the vital trivia that give rise to them 
are written down here with wit, economy 
and insight. 


All-In Economics 


An Introduction to Political 
Economy : Revised Edition 


By V. W. Bladen. Toronto University 
Press. London: Oxford University 
Press. 327 pages. 40s. 


Principles and Problems of 
Modern Economics 


By William A. Koivisto. New York: 
John Wiley. London: Chapman and 
Hall. 855 pages. 48s. 


Economic Analysis 


By Edmund Whittaker. New York: 
Fohn Wiley. London: Chapman and 
Hall. 473 pages. §2s. 


© the British observer there is some- 

thing rather appalling in the fer- 
ulity of the American academic world 
in general economic treatises of near- 
encyclopedic length. Every year sees 
half a dozen or so fresh competitors, 
each only a little lighter in weight than 
Marshall’s “ Principles,” each designed 
to carry the reader through from total 
ignorance to degree standard, each—one 
is inclined to surmise—the product of 
its author’s fond hope that he too can 
“do a Samuelson,” and each, inevitably, 
repeating over a large part of the field 
the work of its predecessors. 

The current offering varies a little 
from the norm. Professor Bladen’s 
“Tntroduction” is Canadian, much 
more specifically so, indeed, than its title 
would indicate. A minimum of theory 
is combined, competently enough, with 
a maximum of historical, geographical, 
statistical and demographic matter and 
a seasoning of social philosophy. A 
drastically revised and recast version of 
a twenty-year-old original, the “ Intro- 
duction” bears creditably few surgical 
scars ; but to the non-Canadian reader 
{unless he be a prospective immigrant) 
it offers little. Professor Koivisto’s 
“Principles and Problems” and Pro- 
fessor Whittaker’s “ Economic Analysis ” 
are both well above average. The 
especial strength of the former lies in 
the close interweaving of abstract and 
concrete, the step-by-step relation of 
diagrammatic or mathematical analysis 
to real-life business or administrative 
situations. The especial strength of the 
latter—a less ambitiously comprehensive 
work ; here it is institutional description 
that is held to a minimum—is the skill 
with which the author guides his readers 
in the use of analytical tools and 
especially of mathematics. 

Both, however, prompt the inevitable 
query ; what are supposed to be the 
situation and character of the students 
for whom they are written ? They are, 
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as each preface explicitly states, attend- 
ing a university, not studying in isola- 
tion ; they are therefore in touch with 
an oral tradition; they attend lectures 
and classes. They may be supposed to 
have learned, in other connections, the 
rudiments of how to think; to have 
acquired some general knowledge and a 
rough idea of current events; and to 
be gifted with a certain amount of intel- 
ligence. Yet this last supposition is the 
only one which the authors of such 
books as these apparently feel free to 
make. Nothing by way of examples, 
illustrations, variations, exceptions, by 
way of warning against elementary 
logical fallacies, by way of social, ethical 
or political background-considerations, 
is left to the teacher or trusted to the 
reader’s own initiative or parallel study ; 
all must go in black and white between 
one pair of covers, with at best (Pro- 
fessor Whittaker is especially good here) 
a set of directions for further reading 
and a guide to sources of factual in- 
formation. The object seems to be to 
provide the one necessary vademecum 
for a hypothetical gifted savage isolated 
from all other relevant contacts. Even 
the most pessimistic views on American 
education hardly justify this picture of 
the American undergraduate ; consider- 
ing all the disadvantages that it imposes 
—the vast bulk, the forbidding price, the 
risk of inducing a kind of tunnel vision 
in readers left without time and energy 
to profit by other stimuli to thought— 
it is a pity that so much intellectual 
quality and skill in presentation should 
not be in every sense more economically 
used. 


Far Eastern Fortune 


Western Enterprise in Indonesia 
and Malaya 


By G. C. Allen and Audrey G. Donni- 
thorne. . 
Allen and Unwin. 321 pages. 25s. 


ROFESSOR ALLEN and Miss Donni- 
thorne have done it again. Their 
new book has all the qualities of their 
first one on the western share in the 
economic development of China and 
Japan. There is the same exact scholar- 
ship, the same understanding of the way 
in which business works, the same 
appreciation of how special a period in 
the economic history of man were the 
years from 1870 or so to 1914, the same 
capacity to reduce a mass of apparently 
unrelated facts into the neat shape of a 
theory. There is also, less fortunately, 
the same clear flatness of style, the same 
rigid eschewing of romantic personal 
detail. The building up of many of 
these eastern businesses was a highly 
romantic operation ; one would have got 
the flavour of what happened better if 
more of the romance had been included. 
The point which comes out most 
clearly from the book is the large 
number of favourable circumstances 
which had to work together for western 
enterprise to achieve the miracles it did. 
Nothing much could be achieved before 
1870 because Holland and England were 
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still limited capital exporters, because 
some of South East Asia’s exports, like 
rubber, had not yet been acclimatised, 
or others, like oil, were not yet wanted, 
and because communications with 
Europe were still difficult. The symbol 
of this lack of development was the 
Dutch policy of state monopoly, 
especially in coffee and sugar, a mono- 
poly that made its money largely out of 
capitalising on the Indonesian peasant’s 
feudal obligations. 

Again, since 1931, achievement has 
been limited, first because of the depres- 
sion, then because of the damage caused 
by the war, and now, in Indonesia at 
least, because of the unreasonableness 
of a nationalism which is neither 
economically creative itself nor will 
permit others to create.. By contrast, 
how much was done in the limited inter- 
vening period when everything worked 
together for development, from a sound 
currency and a stable government to the 
enterprise of men like Lampard and 
Hallet and the scientific achievements of 
the Singapore and Buitenzorg Botanical 
Gardens. If only the great firms in their 
heyday had been as quick to develop 
local talent as they were to develop local 
resources, how much more promising 
today would be their future and that of 
the countries for which they have done 
sO much. 


Heroic Missioner 


Henry Morse: Priest of the Plague 


By Philip Caraman. 


Longmans. 210 pages. 18s. 


OHN GERARD wrote his autobiography, 
J translated by Philip Caraman in 1951, 
to fortify novices of the Society of Jesus. 
But Henry Morse’s story is recreated 
from seventeenth century sources, in- 
cluding two lives written after his death, 
and their historical interpretation is apt 
to be subjective. 

Seventeenth century fanaticisms were 
ethically cleaner than our ideologies ; 
but the flame of Protestantism is dimmed 
here—though Morse’s appeal for funds 
for plague-victims proclaimed Protestant 
generosity as an example to Catholics— 
and some readers may forget that the 
purpose of the “English Mission” was 
to recover England for the Counter- 
Reformation ; and that “tales of the 
Gunpowder-treason were kept alive” 
because Protestants remembered that 
the decision of 1588 might have been 
reversed in 1605. Gerard and Morse 
might care only for the salvation of 
souls; but it was natural to ascribe 
political motives to conversions while 
English Catholic units fought in the 
Spanish Army in Flanders. Nor did all 
Catholic opinion hold the Jesuits politic- 
ally blameless—as is shown by the feud 
between Seculars and Jesuits which 
troubled Morse, as it has troubled many 
Catholics since. 

But Father Caraman’s predilections 
do not lessen the interest of his narrative. 
After Cambridge and Barnard’s Inn 
(where his conversion may have been 
due to “ untracked seminaries ” studying 
anti-Catholic legal tactics), Douai, and 
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six years training in the English College 
in Rome, Morse worked from 1625 till 
1645 in the “ English Province,” except 
for two army chaplaincies in Flanders. 
He was twice stationed in the north and 
learned to exercise his missionary zeal 
on fellow-prisoners in York Gaol, worst 
of English prisons ; but this book’s sub- 
title commemorates his selfless devotion 
during the plague of 1635-37. 

Father Caraman describes the alleys 
between overcrowded tenements, the 
festering refuse in the unswept streets ; 
the stews, the spies, blackmailers, and 
thugs ; the disorderly and the indus- 
trious—the boilers of soap, salt and 
dyes, whose fumes spread a poisonous 
sooty gloom. St. Giles-in-the-Fields was 
particularly vulnerable ; between three 
and four thousand of his Catholic flock 
were infected. Governmental regula- 
tions isolated the sick by the sealing of 
whole houses ; but the guards allowed 
Morse and his fellow workers to enter. 
He raised funds to which the Queen 
contributed ; for Catholics got no official 
relief. The conditions in which he 
worked are described with a simplicity 
which (aided by contemporary drawings) 
intensifies their horror ; though there is 
grim humour in the account of popular 
notions of causes and cures. Utterly 
regardless of danger from the spies who 
followed him, or from the breath of 
those whose confessions he heard, he 
won praise even from the magistrate 
before whom he was charged with con- 
verting dying Protestants. The Queen’s 
influence protected him till 1637; but 
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then a particularly persistent spy con- 
spired with the indignant Calvinist rela- 
tives of a dying pirate (whom he had 
converted) to bring him to trial at the 
Old Bailey. The King’s intervention 
soon ended an imprisonment which 
might have been fatal, for Morse had 
barely recovered from the plague. But 
the royal power was waning ; and though 
it released him again in 1640 when 
Laud, under mob-pressure, had returned 
him to gaol, he had to go to Flanders. 

But in 1643 the martyrdom he 
genuinely desired beckoned him back to 
England. Captured by Fairfax’s soldiers 
a year later, he was taken to London, 
where the victories of the Parliamentary 
cause made a verdict of high treason 
inevitable. He was hanged at Tyburn 
in January 1645—ten days after Laud’s 
execution on Tower Hill. 


Hungary’s October Days 


The Bridge at Andau 


By James A. Michener, 


Secker and Warburg. 258 pages. I5s. 


_ was known as the bridge at Andau, 
but in fact it was some distance from 
that tiny village near the Austro-Hun- 
garian border. No roads or railway led 
up to it; it had been built years ago for 
the convenience of local hay farmers. 
It did not even cross a sizeable river 
but only a muddy canal. It was too 
narrow and rickety to carry either a car 
or a motor bicycle. In short it was 
“about the most inconsequential bridge 
in Europe.” But during a few weeks 
last November it became the goal of 
more than 20,000 Hungarians who 
crossed it in flight from Russian- 
imposed communism. The author of 
this book, an American journalist and 
writer, spent many days and nights at 
the bridge watching the exodus. He 
was there on the good days when the 
frontier was inexplicably open and 
escape presented no obstacle. He was 
also there on the bad days and wit- 
nessed the extreme bravery with which 
Hungarians helped their fellow country- 
men to find their way through the 
treacherous marshes, the icy waters of 
the canal, the Russian patrols and the 
AVH (Hungarian secret police) guards 
in their watch-tower. 

This book does not attempt to 
analyse the why and the wherefore of 
the Hungarian revolt. It does not try 
to assess the motives of Mr Gerd, the 
dilemma that confronted Mr Nagy, the 
precise reasons that brought the Rus- 
sians back on November 4th—if, indeed, 
they had ever really intended to leave. 
It does not attempt to apportion respon- 
sibility for what happened among those 
in authority. It simply describes the 
part played in the revolt by a number 
of ordinary people—by Imre Geiger, 
the twenty-year-old boy who became an 
authority on ingenious methods of 
destroying tanks ; by the tough young 
Hungarian sergeant, nicknamed Csoki 
(Little Chocolate Drop), who played an 
important part in the defence of the 
Kilian barracks ; by Gyorgy Szabo, the 
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communist worker from “ Red ” Csepel, 
Budapest’s industrial centre, who, after 


years of gradual _ disillusionment, 
turned wholeheartedly against the, 
regime. 


The stories of all these and of many 
others are told vigorously and with 
emotion. They have all been subjected 
to rigorous checking and cross-checking. 
Some of the names are real ; some, for 
security reasons, are assumed. Some of 
the people are real; others are com- 
posite characters based on several dif- 
ferent characters. The repellent, if 
pathetic AVH man, is a pure reconstruc- 
tion based on research, some confiden- 
tial reports and constant questioning. 
Taken together, all the stories add up 
to a vivid picture of the October revolt. 
Unfortunately, when the author strays 
outside this chosen field, to discuss the 
communist regime in Hungary or the 
general threat of Soviet communism, 
he tends to become naive, superficial, 
and sometimes downright misleading. 


* 


A Student’s Diary 


By Laszlo Beke. 
Hutchinson. 125 pages. tos. 6d. 


| ene BEKE is the pseudonym of a 
Budapest art student, who as a 
member of the Students’ Revolutionary 
Council fought in the Hungarian 
revolution from its beginning until the 
day when the Joseph Stalin tanks 
started to close in on the city. He and 
his wife, Eva, who was expecting a child, 
then escaped to Canada, where he wrote 
this account from rough jottings made 
during the fighting. It is written in a 
jerky, matter-of-fact style which gives 
the diary form authenticity but which is 
at times disconcertingly casual. The 
most revealing part of the diary is the 
way it emphasises the total unprepared- 
ness of the students for the avalanche 
which they precipitated. The author 
himself is politically naive and _ his 
grudges against the regime were fairly 
superficial: professors and examiners 
were suspected of favouring communist 
students ; visits to the British Legation 
were threatening his university career. 
Then on October 16th, fired by news of 
the revolt of the students at Szeged, 
forty-three of the Budapest students met 
early in the morning in a meadow out- 
side the city and made their first hectic 
plans: “The whole thing developed 
rapidly into a scheme of fantastic pro- 
portions. We knew we had to act 
quickly if we wanted to be one step 
ahead of the AVH.” 

Plans were vague; there was no 
ready-made organisation, and communi- 
cation with other groups was very 
difficult. Objectives became more and 
more ambitious: at first the students 
wanted to get rid of their communist 
professors ; then to seize Radio Budapest 
and get in touch with the workers ; then 
to hunt out the AVH. The avalanche 
could not be stopped. But, according to 
Mr Beke, the revolutionaries were fight- 
ing in a fog of ignorance about who was 
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genuinely on their side. He describes 
the appalling scene after a peaceful 
demonstration in Liberty Square: “A 
small group of Soviet tanks stopped at 
the edge of the square, bearing Hun- 
garian flags that young boys had draped 
over the gun barrels. The Russians 
looked out from the tank turrets and 
waved to the crowd. The people 
cheered and waved back. They thought 
the Russians were on their side. . . . The 
crowd was still singing when the tanks 
started firing their guns on the women 
and children. There was absolutely no 
warning.” Hundreds of people were 
massacred trapped in the square. 
When the Nagy government took over, 
the students felt their gamble had suc- 
ceeded. “None of us were politicians, 
and we didn’t understand the political 
machinations of the new government.” 
Then there was the terrifying lull while 
Budapest waited with the Russian tanks 
gathering round. Mr Beke and the sur- 
vivors of the Students’ Council met 
bleakly to decide what to do; most of 
them decided to stay. “Hungary’s 
candle of freedom burned bright for a 
brief moment, then was snuffed out.” 


BOOKS RECEIVED 


VITALITY IN ADMINISTRATION. 

By Herbert Morrison, Basil Smallpiece, 
Alexander Fleck, Wilfred Neden, A. D. 
Bonham-Carter, G. N. Russell. 

Published for the Royal Institute of Public 
Administration by Allen and Unwin. 78 
pages. 8s. 6d. 


AUSTRIA IN CoLour. Photographs by Kurt 
Peter Karfeld. Text by Gordon Shepherd. 
Osterreichische Staatsdruckerei, Vienna. 80 
pages. No price given. 


INTERNATIONAL ECONOMICS. By Jack N. 


Behrman and Wilson E. Schmidt. New 
York: Rinehart. 586 pages. $6.50. 
HIGHER CONTROL IN MANAGEMENT: sixth 
edition. By T. G. Rose. Pitman. 319 
pages. 30s. 


STATISTICAL YEARBOOK 1956. Prepared by 
the Statistical Office of the United Nations, 
Department of Economic and Social Affairs, 
New York. London: Her Majesty’s 
Stationery Office. 646 pages. Cloth bound 
45s. Paper bound 40s. 


WILLING’s Press GuIDE 1957: eighty-third 
annual issue. Willing’s Press Service. 642 
pages. 30s. 


‘THE INDIAN YEAR BOOK OF INTERNATIONAL 


AFFAIRS 1956: Volume V. Edited by 
Charles Henry Alexandrowicz. Published 
under the auspices of The Indian Study 
Group of International Affairs, University 
of Madras. 396 pages. Rs 10. 


THE EMPIRE AND COMMONWEALTH YEAR 
Book 1957-8: sixth edition. Newman 
Neame. 556 pages. 50s. 


ENGLISH FOR BusINnEss. By V. H. Collins. 
Phenix House. 79 pages. 8s. 6d. 


SCOTLAND: a picture of the Scottish people, 
their institutions and culture, drawn against 
a background of history. By Ian Finlay. 
Chatto and Windus. 224 pages. 15s. 


CaNnaDA IN Wor LD AFFalIRS: Volume VI, 
1949-1950. By W. E. C. Harrison. Oxford 
University Press. 380 pages. 32s. 

THE RENDERING OF GEOGRAPHICAL NAMES. 


By M. Aurousseau. Hutchinson University 
Library. 154 pages. 10s. 6d. 








THE ECONOMIST JULY 6, 1957 


WASHINGTON, DC 

HEN the State Governors 
4 assembled at Williamsburg last week that if they 
believed in states’ rights they should improve 
performance, his admonition embarrassed them. 
The Governors were particularly disconcerted at hearing 


President told the 


states’ 


their own habitual complaint about “ sovereign states” 
degenerating into “ powerless satellites” of Washington 
repeated by the head of the national Administration. Their 
only comments were that the President should certainly 
have the joint federal-state task force for which he asked, to 
study what functions and what sources of revenue could be 
simultaneously _trans- 
ferred from the federal 
government to the 
states, but that nothing ~ 
of any significance was | $2illior 
likely to come of it. 

All the same there is 
much in what the Presi- 
dent had to say. In- 
deed, as he has realised, 
something drastic must 
be done about the 
federal system if the 
central thesis of 
modern Republicanism 
—that the demand for 
modern services must 
be met, but that it can 
be met most efficiently 
and most responsively 
to the popular will 
at the lowest practicable level of government—is to 
make any sense. At Williamsburg Governor Leader 
of Pennsylvania commented out of the bitterness of his 
heart that the states are “the least effective and least 
good of governmental units of the country.” While none 
of the other leading industrial states is quite as wormeaten 
with patronage politics as Pennsylvania and some of the 
forty-eight now have a modern type of administration, 
the states, as a group, fall lamentably short of federal 
standards. 

Many of the state constitutions violate every principle 
of good government. Although the Governor is termed 
“the chief executive,” the lines of executive authority are 
hopelessly confused by the direct election of other cabinet 
officials, sometimes not of the Governor’s political party, 
and the farming out of many of the main functions of 
government to long-term commissions. The yield of par- 
ticular taxes is earmarked for specific functions, thus 


STATE 


FROM FEDERAL 
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AMERICAN SURVEY is prepared partly 
in the United States, partly in London. Those 
items which are written in the United States 
carry an indication to that effect; all others are 


the work of the editorial staff in London. 


depriving both Governor and Legislature of any proper 
control over the budget. The constitutions themselves are 
often intolerably lengthy, obscure, full of unimportant 
detail and impose limitations on taxation and debt that bear 
no relationship to contemporary ideas about government 
services and financing. With a very few exceptions the 
Legislatures are quite unrepresentative ; although at least 
one, and very often both, of the chambers are supposed to 
reflect accurately the balance of the population, neither does 
so. The standard constitutional requirement for a redistri- 
bution of seats after each decennial census is coolly ignored 
for reasons best expressed by a rural member of the Iowa 
Senate, who explained 
his opposition to giving 
the voters in the metro- 
politan areas their due 
weight because: 

I think the people 
in the rural areas 
think straighter. 
We’re more like .plain 
Americans. We’re 
not dominated by 
Labour and radicals. 


As a result of these 
shortcomings there are 
now some sixty sepa- 
rate federal pro- 
grammes, costing $3 
° “: a ae billion - odd a_ year, 
which in effect bribe 
the states, by holding 
out the carrot of grants- 
in-aid, to take on functions in the field of social welfare 
and elsewhere which they would otherwise have neglected. 
These are a curious illogical hodge-podge, and they have 
been joined in recent years by schemes to meet such 
urgent urban problems as slum clearance and renewal 
in which the federal government, by-passing the states, 
deals directly with the cities. Most of the programmes are 
administered by the Department of the Health, Education 
and Welfare which, after an unhappy episode under a lady 
from Texas, is now a stronghold of the modern Republicans. 
They have not found the application of their principles at 
all easy ; they have not been able to return a single pro- 
gramme to the states largely because once programmes exist 
they are upheld by strong vested interests. And the 


$ billion 
25 


EXPENDITURE 


grant-in-aid, which has been an instrument for modernising 
sections of state government in ways that have sometimes 
been happily contagious, places the modern Republican in 
How is he to reconcile the principle 


a deeper predicament. 
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that federal funds should be administered in a conservative, 
businesslike way with the further principle that Washington 
should interfere as little as possible in the government of 
the states ? . 

There seems only one way out. A modern Republican 
can only afford to be a conservative in Washington if he is 
a flaming radical in the states. It is true that the United 
States is too large a country to be comfortably administered 
from one centre and the preservation of states’ rights 
remains a valid principle. But the Republican party will 
only succeed in upholding the principle if it clearly grasps 
the extent of the changes that will be needed. The President 
speaks of the states taking up functions relinquished by 
the federal government, as if they were a single entity or 
units of equal competence capable of working harmoniously. 
If the modern Republicans mean what they say, they ought 
to be in favour of holding constitutional conventions in 
every state with a view to scrapping the state constitutions 
and rewriting them completely. 


VEN then the states would not be in a position to relieve 
E the federal Budget of many of its welfare grants and to 
take on all the functions for which they are practicable 
geographical units unless some fundamental new provision 
is made to integrate the state and federal fiscal systems. 
For all the disparaging remarks quite rightly made about 
the states they are very far from withering away. Despite 
federal aid they have had to bear the main brunt of the 
boom in population, its shifts from east to west, from 
country to city and from within city boundaries into the 
wider metropolitan areas. 

As a result there have been since the war radical changes 
in the tax picture. Twenty-five years ago local revenue based 
on property taxes exceeded federal and state revenue com- 
bined ; now state and local governments each account for 
about 12 per cent of total government income. State expen- 
diture has gone up from $5 billion before the war to over 
$20 billion today. In the same period state aid to local gov- 
ernments has risen from less than $1 billion to $63 billion, 
mainly because property taxes have had to be supplemented 
by sources of revenue to which the states alone have access; 
thirty-one states now have income taxes, although they are 
still unconstitutional in many of the others. The criterion 
has become not the level of government at which a 
function can be administered most effectively but the type 
of tax to which it has been necessary to turn. This year 
fiscal controversies in the states have been particularly 
noisy, partly because of the inexorable pressure of rising 
expenditure, partly because Democratic Governors have 
recently seized power in four normally Republican states on 
fiercely anti-sales tax platforms, only to find themselves as a 
result in extreme embarrassment about the financing of the 
reforms they had promised. 

Under such conditions there is bound to be pressure 
for more federal help unless there is a major fiscal 
reform. The President’s idea is that specific federal 
revenues, corresponding to particular grants in aid, might 
be dropped, a kind of earmarking in reverse. But it is 
doubtful if this would do much to stem the the tide. What 
the states need for’ their programmes is what some other 
federal systems provide—access to a regular share of the 
most productive source of all, federal income tax. Senator 
Neuberger of Oregon has suggested that an agreed per- 
centage of the yield be returned annually to the states on 
a straight per capita basis to use as they see fit. Even that 
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might not be sufficiently radical. If grants-in-aid are to be 
dropped to any great extent, a formula for redistributing 
revenue between rich and poor states would have to be 
incorporated. Then perhaps arguments on domestic policy 
might revolve around real issues such as the desirability of 
the policy itself and the most equitable balance for the whole 
fiscal system rather than, in the present sterile fashion, 
around the artificial issue of whether federal or state govern- 
ments should pay the piper and hence call the tune. 


Battle over Disarmament 


HE United States, Mr Eisenhower said this week, stands 
2 firmly by its offer of a ten months’ suspension of 
nuclear tests to pave the way for a disarmament agreement ; 
he also seemed to favour sharing with the Russians the 
secret of a “clean bomb ”—one without radio-active fall- 
out—if American scientists can produce it. The difficulty 
is that continued testing is necessary to develop a bomb 
which could be used without causing permanent damage to 
humanity. His last two press conferences have shown that 
even the President has been impressed by the scientific rein- 
forcements brought up by those who oppose Mr Stassen’s 
mission in London. 


Dr Edward Teller and the other scientists who saw the 
President last week promised that if they were allowed to 
continue testing for four or five years they could produce 
a hydrogen bomb with hardly any fall-out ; either it could 
be set off without using atomic fission or, as seems more 
likely, the atomic trigger would be reduced to negligible 
proportions. Such a scientific advance would have the 
advantage, to the military, that small hydrogen weapons 
could be used on the battlefield without poisoning 
civilian populations and without hindering the advance of 
the troops using them. To the civilian it might mean that 
the explosive force of hydrogen explosions could be used 
for peaceful purposes. 


Those who criticise the suspension of tests received sup- 
port from an unexpected quarter last week when Mr Thomas 
Murray, the retiring Democratic member of the Atomic 
Energy Commission, declared it would be “ indefensibly 
reckless ” to agree not to test the smaller weapons which 
could be used in limited wars and for civilian defence ; Mr 
Murray contends, though the Administration denies it, that 
production of such weapons is lagging. In the past, Mr 
Murray has angered Mr Strauss, the chairman of the AEC, 
by demanding that tests of the bigger bombs should be 
suspended ; this was one of the causes of the friction which 
has led to Mr Murray being dropped from the commission. 
But he went this week to what may prove a more influential 
post—that of consultant to the Joint Congressional Com- 
mittee on Atomic Energy. 


This committee, some of whose members brought Dr 
Teller’s views to the President’s attention, will advise the 
Senate, which must ratify any disarmament treaty. Long 
before this point is reached the Administration will have to 
resolve its own doubts and internal differences. Had it 
done so earlier the impression would not have got abroad 
that it might in the end disown Mr Stassen’s labours. If it 
does not do so soon, it will be in no position to rally the 
overwhelming backing of the public and of Congress which 
will be necessary for so momentous a decision. 
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“Bake in a 


very hot furnace 









Cotton 
for two hours...” 


That’s Chubb’s special recipe for one of the rigorous factory 
tests of standard equipment selected at random from the 
production line. 

























Prints 


Routine Tests of Series M Filing Cabinets 





In furnace tests of the new Series M Filing Cabinets @ 
temperature of 1715°F has been attained, compared with 
the usual maximum of 500°F reached by the household gas 
oven. Yet in all cases the contents—office correspondence 
and record cards representing vital information—are 
removed undamaged, as legible after the ordeal as before. 
Incorporating new principles of design and construction, 
the Series M affords a very high degree of fire protection— 
and yet, to all outward appearances, it is a normal, good- 
looking filing cabinet, as convenient to use as any con- 
ventional model. 
There are documents in your office you cannot afford to 
A lose. For your own peace of mind, and in your own interests, 
‘¥ store them—and safeguard them—in a CHUBB Series M. 
















Manchester goods in gay variety—rubber stamps for 
routine repetition ...these are among the hundreds of things 
that more than 80 industries are making more efficiently 

with the aid of starches, dextrines, and glucose. 


CAN STARCH HELP YOU? That’s a question 
worth asking—and Brown & Polson Limited are the people to ask. 
We can give you an exceptionally well informed 
opinion—and shall be pleased to do so. 


STARCHES, GLUCOSE, OR DEXTRINES ARE USED IN: 

ADHESIVES - BEER - COTTON PRINTS - DOLLS - FACE 

AND TALCUM POWDERS - GRINDING WHEELS - HOUSEHOLD 
STARCH - INSECTICIDES - JUTE TEXTILES - KRAFT PAPER 












LEATHER PROCESSING - MATCH BOXES - NET FABRICS - OIL WELL “cba 8 wens 4: _ “— 
DRILLING - PLASTERBOARD - QUICK-SETTING GLUES +" Eo ay 
RUBBER STAMPS - SAND CORES AND MOULDS - TABLETS e i . 
UPHOLSTERY + VITREOUS ENAMEL WARE + WALLPAPER Series M Filing Cabinets 








XMAS DECORATIONS + YARN + ZIP FASTENER TAPES 


Brown & Polson Ltd CHUBB 


INDUSTRIAL PRODUCTS DIVISION 





Write for the catalogue to: 
CHUBB & SON’S LOCK AND SAFE CO. LTD. 
WELLINGTON HOUSE, 125/130 STRAND, LONDON, W.C.2 175-176, Tottenham Court Road, London, W.1 


Unchallenged Leaders of Britain’s Starch Industry 
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What's the pressure 
, in 


There’s treasure buried in Peru. Where 
the brown Andes rear out of the glittering 
Pacific there’s gold and copper, lead, 
vanadium, zinc and many other metals and 
minerals of immense value. The problem 
lies in mining this wealth — economically. 


Holman supply the means: rock drills 
(the Silver Three, the world’s fastest 
hand-held rock drill), air compressors, 
pneumatic tools, hoists and haulages. 
Equipment that works hard and long and 
unfalteringly — that cuts running cost 
down to rock bottom. (And it’s running 
cost that is the real cost of compressed 
air equipment.) Holman provide the power 
and the tools to complete the most 
complicated mining, quarrying and road- 
making operation on time and within 
the budget. 


More. In Peru — and in eighty-odd 
other countries — there is a Holman 
organisation staffed by consultants qualified 
in every industry where Holman equipment 
is used. This world-wide service is centred 
on Camborne, where every mining tool 
made is rigorously tested in Holman’s 
experimental mine —the only one in the 
industry. 

With all this behind it, is it any wonder 
that every Holman tool repays its initial 
cost many times over during its long life ? 





Holman | 


PNEUMATIC EQUIPMENT 


pays ... with its life 


ae) 


HOLMAN BROS. LTD., CAMBORNE, ENGLAND 

The Holman Organisation is world-wide. It includes 

the Climax Rock Drill & Engineering Works Ltd., 

and has agents, branches and technical 

representatives throughout the United Kingdom 

and in 84 other countries. 

Sox Telephone: Camborne 2275 (10 lines) 

Telegrams: Airdrill, Telex, Camborne 

London Office: 44 Brook Street, Wl : Fr 
Telephone: Hyde Park 9444 
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Steel Goes Up 


s the cost of living reached a record height for the 
A ninth successive month and as President Eisenhower 
appealed again to businessmen to refrain from putting up 
their prices, the United States Steel Corporation, which 
dominates this basic industry, announced that it would 
increase its charges for steel by $6 a ton; until this week 
the average price was $140 a ton. The rest of the industry, 
as it hastened to follow suit, complained only that this 
increase was quite inadequate to cover additions to costs 
and should have been at least $8 a ton; but such a sum 
would hardly have been wise at a time when steel mills are 
working well below capacity, even though they are optimistic 
about prospects for the autumn. The disregard for the 
niceties of public relations, which is habitual with the steel 
companies, was especially embarrassing on this occasion 
to Mr Humphrey, who is about to leave the Treasury to 
return to the National Steel Corporation, but who was still 
in the midst of his lengthy examination by the Senate 
Finance Committee on the causes and dangers of inflation. 

The rise in the consumer price index itself contributed 
to the extra costs which are being covered by the steel 
industry, since it added 4 cents an hour to the wage 
increases, now amounting to an average of about 21 cents 
an hour, which came into effect on July Ist as a result of 
the contract signed last summer. The union leaders con- 
tend, as usual, that the industry could easily absorb these 
increases without any serious effect on its profits and that 
the purpose of the price rise is to put the blame for inflation 
on to the workers ; this argument will be scrutinised by 
the various congressional committees which are about to 
study the whole question. But it will be some time, prob- 
ably even next year, before the inflationary effect of the 
stee] increases filters through to where it shows in the cost 
of living index. While many steel users insist that they 
will make their customers feel the full weight of higher 
steel prices at once, this is unlikely in industries in which 
demand has been falling—in those making durable goods for 
private consumers, in particular. And in such industries a 
rise of $6 a ton in steel prices means very little in terms of 
total costs ; it adds less than $12 to the cost of a $3,000 car 
and only 66 cents to that of a $300 refrigerator. 





Challenge to the Churches 


FROM A CORRESPONDENT IN VIRGINIA 


URING the Civil War the conservation of slavery was 
D accepted by the churches in the South as their 
“peculiar mission” and buttressed with many quotations 
from the Bible. Yet in the crisis precipitated nearly a 
hundred years later by the Supreme Court’s ruling against 
racial segregation in the state schools, the chief voices coun- 
selling moderation, patience, and progress have been those 
of southern churchmen. Some individual clergymen still 
maintain that “ God orders segregation,” but in many com- 
munities the churches have offered almost the only leader- 
ship available to citizens who are troubled by the hardening 
of the South’s mood of defiance but who are, individually, 
vulnerable to charges of being an “ integrationist” and a 
“ nigger-lover.” Last September, for example, in Kentucky, 
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one of the few southern states where the decision of the 
Supreme Court is being applied, thirteen clergymen, repre- 
senting seven denominations in Henderson County, suc- 
ceeded in counteracting the calls for violence issued by the 
White Citizens Council and defeating the proposed boycott 
of the schools by white parents. In most states, however, the 
leadership of the churches concerns general attitudes, since 
the issue of segregation in the schools is still being contested 
in the courts. 

The churches have their own internal problems. The 
question of admitting Negroes into white congregations is 
causing increasing dispute, even though there is integration 
in the hierarchy of most denominations except the Baptists. 
Many a congregation is faced with a possible split on this 
and other related issues ; many a clergyman is having to 
choose between violating his personal convictions or split- 
ting his church. Those who prefer to seek a new ministry 
rather than do either often take refuge in- the border state 
of West Virginia. 


UT in the last two months, clergy and laity concerned 
with this crisis have been greatly strengthened by 
declarations adopted by the two Protestant denominations, 
whose membership is concentrated in the southern states, the 
Presbyterian Church and the Southern Baptist Convention. 
The statement of the Presbyterian General Assembly was 
the more remarkable because as recently as 1955 regional 
feeling was still strong enough to block the reunion of the 
northern and southern branches of the church, although the 
Methodists, who suffered a similar split during the Civil 
War, reunited in 1935. And the conservatism of the ten 
million Southern Baptists, who have even refused to join 
the National Council of Churches, is proverbial. 

Yet the main section of the Baptist report dealt cour- 
ageously with racial tensions, pointing out that the initiative 
and the greater responsibility rested with the white race, 
that the problem was basically a moral and religious one, 
and that Christians must apply the principles of their 
religious faith, These concepts—that God created man in 
His own image, that Christ died for all men, that God is no 
respecter of persons and that all Christians are brothers in 
Christ—have deep meaning for the members of southern 
churches and are of the utmost importance in bringing a 
change of heart toward the Negro. The commission also 
protested against the violence in “ all its ugly forms” that is 
being used against the Negro people and against the penalis- 
ing of clergymen and laymen who act according to their 
convictions. 

The Presbyterian report was even more specific in declar- 
ing that the Christian faith has never countenanced racial 
discrimination and that the supreme law of the land now out- 
laws it, and in urging every member of the church to work 
in his own community for a peaceful adjustment. The 
report pronounced it “ unthinkable ” that a Christian should 
join a Klan or council whose purpose is to gain its point by 
intimidation, or that he should not protest against those 
who appeal to prejudice. Both of these reports condemn 
the economic boycott and the violence practised against the 
agricultural community of Koinonia, in Georgia, which was 
established by the American Friends Service Committee 
fifteen years ago and which has been bi-racial for the last 
five years. 

- Unexplained fire has also plagued the agricultural centre 
at Sacred Heart Village near Camden, Mississippi, where 
the Roman Catholic Church offers Negroes schooling, 
vocational training, and grants toward a college education if 
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they are willing to return to work in the area. The position 
of the Roman Catholic Church in the South differs from that 
of the Protestant denominations. Except in Louisiana, 
where Protestants are in the minority, it is a small church, 
although since the war Catholicism has been increasing in 
southern communities. The Roman Catholic school system, 
since it is privately operated, without funds from the states, 
is not affected by the Supreme Court decision, or by the laws 
which the states have passed to evade it. Moreover, the 
authority of the hierarchy makes Roman Catholic priests 
and bishops largely independent of their congregations, 
which may not share their views on segregation. After the 
war, and before the Supreme Court handed down its ruling, 
a number of Catholic bishops in the South ordered an end to 
racial segregation, and in 1953 Bishop Waters of North 
Carolina ordered all special churches for Negroes in Raleigh 
to be abolished. 

In some sees, however, particularly in Louisiana, where 
75,000 children attend Catholic schools, a “ wait and see ” 
attitude, reflecting the resistance of Roman Catholic congre- 
gations, has prevailed. When the State Legislature designed 
measures to circumvent the decision of the Supreme Court, 
Catholic Action of the South declared that the choice lay 
between obeying the laws of God and of the United States 
and putting a premium upon hate by trying to flout them ; 
yet the pupil assignment plan, which the Supreme 
Court has just declared unconstitutional, was adopted 
unanimously. 


N recent months interdenominational efforts have run 

parallel with the actions of the individual churches. A 
conference on Christian faith and human relations, which was 
sponsored by the Tennessee Council of Churches, was held 
this spring at Nashville. It considered non-violent approaches 
to racial tension, the opening of the churches to all, and the 
churches’ view of racial integration in the schools. These 
meetings were faithfully reported in the Nashville news- 
papers, although much that was said contravened their 
editorial policy. 

Last January sixty Negro leaders from ten southern states 
met in Atlanta, Georgia, at the church of the Rev. M. L. 
King, the father of the clergyman who led the successful 
boycott of the buses in Montgomery, Alabama. This group’s 
“ statement to the South and the Nation ” called on southern 
Negroes to assert their human dignity and to reject segre- 
gration by non-violent means ; it also called on southern 
whites to receive all persons as equals in their churches, to 
practise brotherhood in church schools and to speak out 
against violence: “far too many have silently stood by as 
a violent minority stalks over the southland.” This group, 
having failed to persuade either the President or Mr Nixon, 
the Vice President, to come south to see for themselves, 
led a pilgrimage of prayer to Washington in May. Gathered 
at the Lincoln Memorial, members were addressed by Mr 
Roy. Wilkins, the executive secretary of the National Asso- 
ciation for the Advancement of Coloured People, who used 
as his text St Paul’s Letter to the Ephesians: 

We are here because spiritual wickedness in high places 
—in the mansions of certain governors, in the~—legislative 
chambers of some state capitals and under the dome of 
our nation’s Capitol—has caused a deaf ear to be turned 
to our plea for justice. 

Throughout Mr Wilkins’s speech, Biblical quotations were 
as numerous as political remedies, 
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Threatened Oil 


AST week President Eisenhower could no longer delay 
L the formal investigation of oil imports which he 
promised to undertake two months ago. Since then 
imports and stocks have continued to rise and domesti¢ 
production to fall. This month in Texas, the leading oil- 
producing state, wells are to flow for the equivalent of 
only thirteen days. Output there has never been so sharply 
restricted before ; it has been cut by 700,000 barrels a day 
since the Suez Canal reopened and the blame is being put 
on foreign competition. In Louisiana there is talk of the 
state finding some way of its own to penalise imports, but 
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Texas is still relying on the federal government. This state 
is in a strong position since its representatives in Congress 
lead the Democratic majority in both Houses and have 
recently been helping the Republican President to push his 
legislative programme. Their demands for aid have been 
reinforced by a petition from 30 of the 48 State Governors 
for prompt action to limit imports of oil. 

There is another reason why this has become urgent: 
the tendency under the present conditions of over-supply 
is naturally for oil prices to fall, but wages in the industry 
have just gone up by 6 per cent and this has made the oil 
companies anxious to raise their prices. They contend 
that, if they have to absorb this increase, there will be no 
surplus profits to finance future development. But as long 
as crude oil from the Middle East comes in without restric- 
tion, there is no hope for a general price rise in the 
United States, since middle eastern oil costs refiners on the 
Atlantic coast less than does oil from Texas. 

The President’s investigating committee consists of 
members of his Cabinet, so that there should be little argu- 
ment about its report; it is expected by the end of the 
month and can hardly fail to recommend some definite 
protection for the domestic oil producers. Mr Eisenhower 
himself is now said to be convinced that the national 
security is indeed threatened by imports of oil ; he is cer- 
tainly convinced that, if he does not now implement the 
provision for action in such cases which was put into the 
Trade Agreements Act two years ago in order to get it 
through Congress, he will have even greater difficulty in 
getting the Act through next year when it comes up for 
renewal. Under this provision he can impose either tariffs 
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or quotas on foreign oil if imports are impairing the security 
of the country, but he is understood to dislike quotas. The 
original idea was to keep oil imports down to Io per cent 
of domestic production—the proportion in 1954—but it 
now looks as if 15 per cent may be allowed ; imports are 
running well above that. The Administration is still hoping 
to negotiate voluntary restrictions with the importing com- 
panies and its hand will be strengthened if it is at last 
backed by definite proposals from the Cabinet Committee 
for compulsory action. 


Gift Houses 


HE President is not expected to look the Housing Bill 
T in the mouth, even though it gives this ailing industry 
over half a billion dollars more than the Administration 
thought fit to ask. The figures of new houses started in 
May—the lowest for the month of May since 1951— 
continue to suggest that housebuilding is a victim of tight 
money. But the industry would not look with so despairing 
an eye on a seasonally adjusted annual rate of 990,000 
houses started if it had not grown accustomed, during the 
past eight years, to building more than a million every 
twelve months. Moreover, individual houses tend to be 
bigger and to cost more, so that spending has not dropped 
quite as much as the number of houses being built ; and, 
in addition, government spending on schools and roads, 
hospitals and offices has more than taken up the slack. 
Total expenditures on construction are, in fact, running 
3 per cent ahead of those last year. 

The compromise on which the generous House and the 
more cautious Senate have agreed provides nearly $1.7 
billion for housing, as well as offering new inducements 
to home buyers. “ Next-to-nothing down ” will be the rule 
for mortgages backed by government credit ; for example, 
the down payment on a $16,000 house falls from $2,200 to 
$1,200. Whether private lenders who must finance the 
mortgage in the first instance, or the home-buyer, who has 
to bear the interest charges, will respond is another matter. 
Congress has also flouted economic realities—as well as 
the Administration—by directing government agencies to 
limit discounts on mortgages, which is the market’s method 
of compensating for the refusal of Congress to expose 
ex-servicemen to the rates of interest now prevailing. The 
effect, if there is any, may be to make it even harder for 
ex-servicemen to borrow. 

Of the $1.7 billion which Congress has authorised, 
despite its talk of economy, nearly $1.2 billion is to provide 
a secondary market for government-insured mortgages ; of 
this $500 million is for the special assistance programmes 
for old people, for military housing and for co-operatives. 
Another $175 million is for college housing, and $350 
million for a one-year grant for slum clearance and urban 
renewal. This is more than the $250 million for which the 
Administration asked, but it may prove to be the swan song 
of federal slum clearance. The Administration, in its 
desperate search for ways of reducing its budget commit- 
ments, is deeply divided about the future of this useful and 
popular programme. All in all, housing, which last year 
absorbed nearly $11 billion of capital—nearly half as much 
again as business spent on its investment programmes—is 
likely to be as immune from tight money as it could expect, 
and to coutinue, therefore, to make money tighter for 
everyone else. 
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After the Court's Decisions 


RESIDENT EISENHOWER was speaking for a great many 
P Americans when he said that among the Supreme 
Court’s recent decisions were “some that each of us has 
very great trouble understanding.” However, one that 
the Federal Bureau of Investigation understands with no 
trouble is that in the Jencks case, which requires the FBI 
to make its files available to the defence in criminal cases 
or else to drop the prosecution The FBI has already 
announced that this has brought an “ extreme emergency ” 
in law enforcement and that it will be obliged to give up 
some of its pending espionage cases, in order to protect its 
confidential sources of information, unless Congress 
remedies the situation; this Congress on its side seems 
ready to do. A bipartisan Bill, backed by the Administra- 
tion, has already passed a Senate subcommittee ; it would 
make the judge trying the case responsible for deciding 
which files the defending lawyers ought to see instead of 
leaving them, as the Supreme Court seems to have done, 
to wander freely through the FBI's private papers. But 
a House sub-committee has approved an alternative which 
would entitle the government to refuse to produce any 
files at all. 

This is the only legislation arising out of the Supreme 
Court’s decisions which is likely to be passed at this session, 
although Mr Walters also wants to repair some of the 
damage which, in his view, has been done to Congress’s 
powers of investigation by the Watkins ruling, which was 
directed specifically against his own Un-American Activities 
Committee. Already, as a result of this ruling, the courts 
have set aside a number of convictions of witnesses who 
refused to answer questions put by legislative committees, 
but it has not saved Mr Arthur Miller from conviction in 
a Washington district court, although he can still appeal. 
Judge McLaughlin has set aside one of the counts on which 
he found Mr Miller guilty a month ago, on the ground that 
the question which he refused to answer was not pertinent, 
as the Watkins decision said it must be, to the Un-American 
Activities Committee’s current inquiry into passport regu- 
lations. But Mr Miller was still found guilty on the first 
charge against him, that of refusing to say who was present 
at a Communist meeting, since he had refused to answer this 
question not because it lacked pertinence but because his 
conscience would not allow him to reply. 


SHORTER NOTES 


The Governor of Wisconsin, who has no power to appoint 
a successor to Senator McCarthy, has announced that a 
special election will be held on August 27th to select one. 
Six Republicans and four Democrats are to seek the 
nominations of their parties in the primary elections to be 
held on July 3oth. 


* * * 


The collections of the Library of Congress, valued at over 
$2 billion, include a Gutenberg Bible, photograph negatives, 


* gramophone records, the personal papers of various 


American statesmen, and cheap novels—over 35 million 
items in all. 
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THE NEW MOROCCO—I 


Relations with Frenchmen 


FROM A SPECIAL CORRESPONDENT 


T is impossible to forecast the future of the new Morocco 
with any certainty until more is known about the future 
of Algeria. An indefinite continuance of the present 
deadlock could hardly fail to lead to a complete breakdown 
in Franco-Moroccan relations. What would happen then ? 
Would the Europeans still resident there decide to depart ? 
If so, would the result be economic disaster, or would the 
Americans come to the rescue, or the Moroccans manage 
alone ? Any visitor to Morocco today is puzzled to find 
sure answers to such questions. 

When the French occupied Morocco in 1912, they took 
over a medieval people with a medieval government. Today 
the ruling classes are the product of a twentieth-century 
education. Meanwhile the country has been equipped with 
a magnificent but perhaps over elaborate and over costly 
infrastructure of roads, railways, ports, government offices, 
hotels, hospitals and schools. In particular the city of 
Casablanca has been transformed from a little Moorish town 
into a commercial and industrial centre of 750,000 inhabi- 
tants, containing some of the most remarkable modern 
architecture which is to be seen outside the Americas. Round 
the corner from the skyscrapers, the cheap labour with 
which the city was built is lodged in its tens of thousands in 
huts built of reeds, petrol tins or wooden boxes. Apart 
from Casablanca, almost every Moorish town is doubled by 
a “ ville nouvelle,” predominantly European, each of which 
has its own satellite tintowns. The “ villes nouvelles ” have 
an embryonic air, as of something not fully come to life. 

The French administration, not having foreseen an early 
end to the protectorate, kept the Moroccan nationalists as 
far as possible out of the management of this rapidly 
expanding economy. . The nationalists, therefore, quite 
naturally took development to be a sort of natural 
phenomenon which could be trusted to look after itself, 
and failed to realise what a complicated and delicate 
mechanism it was ; nor indeed did they expect to find them- 
selves so soon in charge of it. The question today is 
whether the new Moroccan government, which has plenty 
of energy, enthusiasm and intelligence but very little 


experience, can maintain the momentum ; or whether the ° 


new European-style towns will shrink until they become 
secondary appanages of the old, still largely medieval, 
Moorish cities. 

The problem is at its most acute in Casablanca. Not only 
have building and expansion virtually come to a standstill ; 
a number of French enterprises are not even seeking to 
keep going. Those which are carrying on invest any surplus 


capital in concerns outside Morocco, as an insurance in case 
the position deteriorates further. Apart from the political 
factor, three practical considerations are responsible for 
this slump. Potential investors doubt the ability or the 
determination of the Moroccan government to maintain 
security. Secondly, they are afraid that it will adopt a policy 
of nationalisation. Thirdly, they feel that the Umion 
Marocaine du Travail, which constitutes the powerful labour 
wing of the nationalist movement, may make demands that 
render it uneconomic to operate with a labour force the 
advantage of which has been not efficiency but cheapness. 

As regards the first of these points, security is at the 
moment complete, but it will have to remain so for a con- 
siderable time if confidence is to be re-established. The 
second point, nationalisation, seems most improbable in the 
conditions of today and can probably be ignored. The third, 
the demands of the workers, is of much more cogency. The 
workers were led to expect great things from their support 
of the nationalist movement. Their leaders are now called 
on to deliver the goods. The task is not easy. Improved 
housing, higher wages and social services cost money ; and 
with unemployment, or underemployment, at a figure of 
about three or four hundred thousand in the country as 
a whole, where is the money to come from ? 


Arab politics complicate the task of finding it. The 
Moroccan capital equipment programme calls for £30 
million a year more than Morocco’s revenue produces. Under 
the Protectorate, this deficiency was to be supplied by 
France ; it might still be so if relations between the two 
countries were really harmonious. Unfortunately they are 
not, and hardly can be, as long as the present French policy 
in Algeria continues unchanged. Given the choice between 
support of France against the Algerians and a wholesale drop 
in the standard of living, any Moroccan government would 
be forced by Arab and Muslim sentiment to choose the 
latter alternative, though the present regime would make 
every conceivable effort to avoid such a choice. Assistance 
has been received from America to the extent of $20 mil- 
lion, and something more may be expected if agreement is 
reached over bases. A very large gap remains to fill. 

Only second to the need for monetary capital is the need 
to conserve human capital, in the form of French officials, 
farmers, teachers and business men. The extent of the 
problem can be judged from the fact that the Moroccan 
government would like to retain about 30,000 out of the 
former total of over 40,000 French officials. The shortage 
of professional men is such that it has been necessary to draw 
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on the handful of Muslim Moroccan doctors to provide 
ambassadors of the right level. It is true that one small-scale 
experiment has successfully been made. Radio Rabat 
employed some seventy technicians of whom three-quarters 
were French. Disapproving the tone of broadcasts on 
Algeria, the French staff gave notice, going so far as actually 
to cut off an English speaker in the middle of a transmission. 
It proved difficult to find substitutes. But some half 
dozen technicians, mostly Spanish or Italian, were at last 
recruited from the Tangier radio stations. With their aid 
and that of hurriedly trained local staff, and with the intro- 
duction of a 20 per cent increase in working hours and of 
the temporary suspension of leave, the service was main- 
tained ; at the moment each operator has a trainee learning 
beside him. While this shows what can be done in a small 
way, it also indicates the immense difficulties which would 
be involved in larger and more complicated services. 


Algeria is everywhere a stumbling-block. For example, — 


it makes the presence of French troops in Morocco a burn- 
ing issue, ‘ike that the of the Spanish, about which there 
has been no difficulty at all ; and there is a constant danger 
- of some explosion such as that which followed the kidnap- 
ping of the five Algerian leaders. The murders at Meknes 
set going a movement of French emigration which has for 
the moment abated ; but the least incident might set it going 
again with irresistible force. So far some 30,000 French, 
perhaps 10 per cent of the total, have left the country—not 
an excessive figure when it is considered that 10,000 of them 
were police or postmen or other minor officials. 

For the moment the efforts of the government are directed 
on the one hand to securing American aid and on the other 
to reassuring the European elements of the population. 
During the last month there has been a concerted attempt 
to emphasise the Moroccan government’s wish that the 
French should continue to take a share in the development 
of the country and to persuade them that they can rely on a 
fair deal if they stay where they are. Statements to this effect 
have been made by representatives of the three elements 
most influential in the country—that is, by the Sultan him- 
self and by the Crown Prince ; by members of the govern- 
ment, including the Minister of National Economy, Mr 
Bouabid ; and by leading members of the Istiglal party who 
are not in the government, such as the leader, Mr Allal el 
Fassi, and the President of the Consultative Assembly, Mr 
Mehdi ben Barka. The contract which the government will 
offer to French officials has now been made known and 
appears reasonably satisfactory ; while the French govern- 
ment is helping by offering a bonus of twelve per cent of 
their basic pay to those officials who accept. There has there- 
fore been some improvement in the outlook, but it is too 
soon to say whether the tendency will be maintained. 

(To be concluded) 


Syrian Seismograph 


FROM OUR MIDDLE EAST CORRESPONDENT 


N Syria, as in France, political crisis is endemic ; and 
I again as in France, crises usually play themselves out 
without undue effect on the day to day life of the country. 
Whatever is happening at the palace and in the Chamber, 
the civil service and business houses continue to function. 
It would be difficult to find in the Middle East (or indeed 
elsewhere) two better-planned and better-run cities than 
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Damascus and Aleppo; and the success of the Syrian 
development schemes, achieved without a penny of foreign 
aid, bears witness to a sturdy, self-reliant economy. 

When parliament reassembles later this month in an 
extraordinary session, it will have before it the still un- 
resolved problem caused by the resignation from the 
Chamber of Rushdi Kekhia, the People’s Party leader. 
The People’s Party, moderate right-wing in complexion, is 
the biggest single party in the Chamber, claiming, with its 
allies of the Constitutional Block and among the Indepen- 
dents, the support of about sixty deputies from a total of 
142. The position of the rank and file is obscure, for while 
Kekhia submitted his resignation formally and in writing, 
his followers stopped at an oral declaration. To add to the 
confusion, the governmental majority in the Chamber unani- 
mously passed a resolution declaring it would not recognise 
any resignations at all. The government is anxious to 
resolve the crisis for, with nearly half the constitutionally 
elected deputies refusing to take their seats, the parliamen- 
tary institutions of Syria could fall into serious discredit. 

The demands of the opposition relate both to internal 
and external affairs. The principal internal dispute concerns 
martial law. Imposed on the whole country at the time of 
the attack on Egypt, it was lifted in Damascus, Homs and 
certain parts of the Jebel Druze for by-election campaigns, 
which began in April. One of the main results of that 
partiak measure is that the Damascus press—the most 
influential in the country—is no longer subject to censor- 
ship and is exploiting the situation with remarkable, and 
sometimes shocking, freedom. The People’s Party is 
demanding that martial law should now be lifted throughout 
the country on the ground that the emergency is over. The 
opposition to the demand comes mainly from the army, 


* 


In the external field, the leaders of the People’s Party pay 
lip service to nationalism, but argue that the extreme policies 
of the government have ringed Syria with unfriendly states 
—Lebanon, Turkey, Iraq, Jordan and Israel. Its supporters 
among the wealthy business community in Aleppo and 
among the merchants of Damascus point to the damage 
inflicted on the Syrian economy by the prolongation of the 
dispute with France and Britain. This problem is becoming 
increasingly serious as the French in particular are showing 
no eagerness to return to the Syrian market either as buyers 
or sellers. The ban on the export of cereals to France has 
now been lifted, but the French meanwhile have found other 
sources of supply ; and the French exporters are so slow 
to fulfil their contracts even when credits are opened and 
deposits paid that importers in Aleppo suspect French 
government pressure. Thus, both for political and economic 
reasons the opposition is anxious to lower the temperature 
in Syria’s foreign relations. 

There are signs that the government is becoming increas- 
ingly aware of Syria’s growing isolation. The dispute with 
Saudi Arabia provided a salutary shock. For some time 
the Syrians have been uneasy about the implications of 
Saudi policy, notably King Saud’s support of the new regime 
in Jordan. But only a few extremists thought that differences 
would be pushed to the brink of rupture. The crisis was 


touched off by Khalid el Azm—the irrepressible minister 
of defence whose frequent utterances are dictated largely 
by his presidential ambitions. He seized the occasion of a 
conciliatory communiqué issued from Amman after King 
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Saud’s visit to deliver a bitter attack both on Jordan and on 
Saudi Arabia ; and his words were echoed in an unbridled 
fashion by many newspapers that habitually support the 
government. A fair example of such press abuse was a 
twenty-seven verse poem in which King Saud was made to 
compare the smell of oil with that of musk and to laud his 
friendship with ham-eating, whisky-drinking Americans. 

King Saud’s strong reaction, which included the with- 
drawal of his ambassador from Damascus to Beirut, pro- 
duced divided counsels in the Syrian government. President 
Shukri Kuwatly was deeply distressed by the quarrel ; the 
house of Saud has often stood by him in time of trouble. 
Both the prime minister, Sabri Assali, and the foreign 
minister, Salah Bitar, publicly deprecated the attacks on the 
Arabian king. The Syrian chargé d’affaires at Jedda was 
instructed to assure King Saud that the attacks did not 
represent the views of the Syrian government. But Khalid 
el Azm refused to withdraw. The most he would say was 
that he spoke not as a minister but as a deputy ; arguing in 
effect that while his duty as a minister imposed discretion on 
him, his duty as a deputy was “ to tell the truth.” It is small 
wonder that reports are circulating that he will soon visit 
Italy for medical treatment ; though the ailment is genuine, 
the urgency with which treatment is needed at this moment 
owes much to politics. The Syrians hope that his departure 
for Europe will be a signal for the return of the Saudi 
Ambassador from Beirut. 

Of great, perhaps decisive, weight is the attitude of the 
army, particularly that of those young officers who do so 
much to determine its policy. Though their power for posi- 
tive action is open to doubt, they have proved on several 
recent occasions strong enough to block policies of which 
they disapprove. They are generally regarded as inclined to 
the left. But the real common denominator of their beliefs 
is loyalty to Egypt—or rather to those nationalist ideals of 
which President Nasser is the foremost spokesman. So long 
as Egypt is at loggerheads with the West and so long as 
the Soviet block remains the only source of ready arms 
supply, the Syrian army will lean towards the east and will 
regard with suspicion neighbouring states (all of them, as 
matters now stand) which maintain unduly close relations 
with the West. This feeling is strong in Syria and is by 
no means confined to the army. It was succinctly expressed 
to your correspondent by a high government official as 
follows: “ The Americans offered us money in return for 
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a declaratiqgn against communism. In other words they tried 
to buy our foreign policy. When the Russians sold us arms, 
they did not stipulate that they should be used only against, 
say, Turkey or Iraq ; they stipulated nothing at all. All 
they wanted to know was what we wanted, when we wanted 
it and how much we were prepared to pay.” 


Berlin’s New Hansa Quarter 


FROM OUR BONN CORRESPONDENT 


INCE most of us live in towns on modest incomes, 

hankering after more elbow-room and a _ pleasanter 
view, the organisers of the international building exhibition 
(Interbau) which opens in Berlin today, July 6th, are 
probably justified in claiming that of all displays being 
staged in Europe this year, this has the greatest general 
interest. To a world wincing at the elaboration of bombs 
and missiles, it must surely be the most heartening. Fifty- 
seven architects from’ thirteen countries have had a hand 
in designing the congregation of houses, flats, shops, and 
communal buildings which, in various. stages of construc- 
tion, form the core of the exhibition. 

These are not models but the real thing. An integral 
part of Berlin’s building programme, they are going up 
only a mile or so away from each of the city’s traditional 
two centres, Unter den Linden and Kurfiirstendamm. One 
of the 17-storey blocks of flats—it is reserved exclusively 
for single tenants—is already partly occupied. Work on all 
the projects, which will provide altogether 1,183 dwelling 
units, is to continue throughout the summer and autumn 
more or less undisturbed by visitors. An overhead cable 
railway has been set up to give a bird’s eye view of the 
activities and a rest to tired feet. 

This impressive embodiment of the ideas of 57 architects 
for more comfortable and gracious urban living is comple- 
mented by a series of sideshows too numerous to catalogue 
here. Anybody wanting to know how building problems 
are being tackled in Brazil, Sweden, Britain, Canada and 
elsewhere can study relevant models and photographs in 
the national pavilions. Fifty of the flats on the exhibition 
site are serving for the time being as showrooms for furni- 
ture and fittings of diverse and sometimes distant origin. 
Town-planners, gardeners, heating and acoustic experts, 
churchmen, pedagogues, publishers, trades unionists, and 
railwaymen are all joining in one way or another in the 
general pooling of wisdom. One can see in addition all 
that is going up elsewhere in Berlin, including work by such 
prominent French and American architects as Le Corbusier 
and Stubbins. For those professionally interested the 
arrangements will come into fullest flower during the latter 
half of September, when the industrial fair which Berlin 
holds annually at the foot of the Funkturm is to be devoted 
exclusively to an all-embracing show of building materials 
and appliances. Architects and builders will find nothing 
sensationally new in Berlin. What is remarkable and re- 
warding is the concentration in one place of the fruit of so 
much and so varied skill and experience. 

The scene of the Interbau exhibition—the residential 
Hansa district lying pat between the Tiergarten and the 
River Spree—was laid almost wholly waste one November 
night in 1943. The thoroughness of the destruction pre- 
sented the opportunity for the thorough-going reconstruc- 
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tion which the world is now invited to admire. At the 
Berlin Senate’s instigation a joint stock company, repre- 
senting a number of building contractors, was formed in 
1954 to deal generously and imaginatively with the par- 
ticular problem. The Hansa A.G.., as it is called, came into 
being with an initial capital of DM 3 million lent by the 
Senate, and with an assurance of adequate financial backing 
from the Federal Government. The state subsidies thus 
received automatically impose a ceiling on rents which will 
retard reimbursement of the total outlay of DM 60 million. 
Most of the rents are determined by a standard charge of 
DM 1.43 (2s. 6d.) a square metre of floor. This is good 
value for money. The first occupants of the bachelor flats, 
former bombed-out residents of the Hansa district, are 
paying only DM 75 (about £6 ros.) a month for homes 
that look out on the Berlin approximation to Hyde Park. 

Once the broad outline of reconstruction had been agreed 
upon, eminent architects of the western world were invited 
to supply the detail, with the sobering reminder that designs 
must harmonise with Berlin requirements in general and 
with those of the Hansa district in particular. Since archi- 
tectural design and building materials are becoming increas- 
ingly alike with the development of world communications 
and the universal exploitation of steel, concrete and sundry 
synthetics, the warning was probably unnecessary. It is 
sadly improbable that what is to be seen on the Hansa site 
today is very far different from what is to be seen going up 
simultaneously in Helsinki, Rio de Janeiro, or Rome. Two 
or three of the architects concerned have tried to avoid 
uniformity, at any rate within the ant hill. In his eight- 
storey house, containing §9 flats, M. Pierre Vago, for 
example, has given an opportunity to interior decorators 
by varying the levels of ceilings and floors within the 
individual flats. 

We shall not know just how well the architects have 
done their job until the Hansa homes have stood up to the 
weather and been lived in. But, sad to relate, the sight- 
seeing layman can already spot in some certain sources of 
future irritation. Do some architects really believe that 
windowless bathrooms are tolerable for long ? Or that the 
kitchens are for use by dwarfs ? 


Trouble with Tamils 


FROM A CORRESPONDENT IN COLOMBO 


fune 27th 
FEW days ago, it looked as if both the prime minister, 
A Mr Bandaranaike, and the Federal party which leads 
the Tamil minority would stick to positions from which they 
were not prepared to budge. The drift was towards a test 
of strength, with the Federalists going ahead with their plan 
for a satyagraha or civil disobedience campaign in mid- 
August, and the government preparing to meet it. Attitudes 
were hardening, and tension was growing. Within the last 
few days, however, the mood has changed for the better. 
The decision of the Federal party working committee to 
reiterate its faith in “ honourable discussion and negotia- 
tion ” was the first straw in the wind. It is to Mr Bandarana- 
ike’s credit that he did not lose much time in reaching for 
this straw, and in inviting the Federal party’s leaders to 
hold discussions with him. 
Only a start has been made as yet : the talks at the prime 
minister’s country house were “exploratory.” But by all 
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accounts, conciliatory goodwill was shown on both sides, 
and if this attitude persists through the further talks that are 
tc be held, there is room to hope that at least a limited settle- 
ment will emerge. There are, of course, dangers. There 
are extremists on either side—Sinhalese and Tamil—who 
would resent concessions to the other. There are also poli- 
ticians, at present out of popular favour, who might wish to 
encourage the extremists as a way of making a comeback to 
the political scene. It may be unwise to pin hopes very high, 
The gap between the government’s position and the Federal 
party’s demands is wide. The language issue—the imposi- 
tion of Sinhalese as the country’s only official language—is 
the most important but it is only one of the issues involved 
in the present agitation. There is the demand for federation 
itself ; the Federal party is asking for a constitution under 
which the Tamil-speaking areas (which include Muslims as 
well as Hindus) would have autonomy. The Federalists have 
also sought to bring in the issue of Indians settled in Ceylon, 
chiefly on the tea plantations, whose position and future are 
a matter of dispute between Ceylon and India. 

Mr Bandaranaike seems to be prepared to discuss the 
scope of the proposed Regional Councils (a higher form of 
local authority than at present exists) in order to see whether 
these councils could be used to meet the Federalist demand 
for provincial autonomy. (The Tamil conception of the 
type of federal constitution and structure that is wanted is 
not very clear.) The prime minister may, however, be 
tempted not to go very far in accommodating the Federalists 
if he feels (as he may justifiably do) that they do not 
command very wide support even among the Tamil 
people on this particular issue. He will also be inclined to 
resent the Federal party’s decision to make itself a champion 
of the Indian immigrants in Ceylon. As the represen- 
tative of indigenous Tamils, it can hardly lay claim to be 
spokesman for the Indian Tamils domiciled in Ceylon. 

The other issue is that of colonisation. The Tamils feel 
that the government is trying to settle Sinhalese peasants in 
essentially Tamil areas. Here, a settlement should not prove 
difficult if there is a willingness to compromise. The best 
hope, therefore, lies in the chance of a limited settlement, 
covering the language and colonisation issues, and possibly 
an enlargement of the scope of the Regional Councils to 
meet the Tamil demand for greater provincial authority. 
If such an agreement is reached, it will lessen the tension 
and remove the present threat to the peace of the country. 
It will also create a climate in which outstanding issues may 
be discussed with less heat and bitterness. 


Herr Ulbricht’s Students 
Revolt 


HE ban on travel to western Germany which the east 
"f German regime has slapped down on students and 
high school children is a blunt confession that it has failed 
in its efforts to control the political future through winning 
the allegiance of the young. The east German student, 
holidaying in the west, is now seen by his government not 
as a propagandist but as a potential rebel who must be kept 
under guard. And the sealing of the frontiers is only the 
most ugly blow in the systematic campaign that the regime 
has been waging for some months to crush its students’ 
seething discontents by force. 





‘ 
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Herr Ulbricht struck out at the students’ apparent leaders 
when he imprisoned Professor Harich and his friends 
earlier this year. There have been many less distinguished 
victims. Seeking to break up groups of friends who might 
conspire, and to root out every nucleus of opposition, the 
regime has shifted large numbers of students from univer- 
sity to university—from Dresden to Leipzig, from Leipzig 
to Berlin. Security measures, the opening of mail, the infil- 
tration of the student body, have been tightened up. And 
this summer a campaign of compulsion and harangues has 
sought to persuade students to substitute for their western 
holidays enthusiastic spells of labour in factories and mines. 
The aim is twofold—to provide the economy, now in despe- 
rate straits, with extra labour, and, even more, to keep the 
students under collective discipline and party influence. But 
the recruiting drive has been a miserable failure. Indeed, 
the whole clumsy attempt to bludgeon young east Germans 
into line has merely exacerbated the bitterness which has 
gripped the universities since the Hungarian rising. 

Student opposition to communism in eastern Germany 
is, of course, not new. The east German student has been 
more exposed to the gaze and influence of the outside 
world than his fellows in the other satellite states ; and, as 
elsewhere in eastern Europe, the bitter hostility towards 
Russia and communism of parents and teachers has insu- 
lated many children from indoctrination. The steady flow 
to western Germany of youthful refugees bore witness until 
recently to a sturdy strain of opposition. Yet until a year 
ago there were many west Germans who feared for the 
minds of young people across the Elbe. Generous stipends 
made the way to a technical education easier than in western 
Germany. And among many students Marxist habits of 
thought had percolated deep. If many of them distrusted 
the Ulbricht regime, the western world, too, was harshly 
criticised. And the frightening return flow of young 
refugees from west to east Germany showed, disquietingly, 
that it,was not easy for young people to adapt themselves 
to a world of freedom, without ties, after years in the snug 
embrace of collectivism. 


* 


The extraordinary violenge of the revulsion against Russia 
and its client the Ulbricht regime partly stems from bitter 
disillusion. The relaxation after the death of Stalin, the 
wave of permitted criticism which reached even Stalinist 
east Germany in the first half of 1956, did raise among 
many doubters new, if hesitant, hopes about Russia, and 
even the thought that something good might be made out 
of the German Democratic Republic. Despite all their 
criticisms, the image of Russia as “ the first socialists state,” 
still had some appeal to the idealism of east German students 
in the summer of 1956. “The idol fell with a resounding 
crash in November ; and the fierce demands of the students 
for the removal of the teaching of Russian from its key 
place in the curriculum symbolised this fall. 

Those who were most captivated by Marxist ideals have 
been let down with the hardest bump, and Marxist argu- 
ments, like those which Professor Harich used, are some of 
the sharpest weapons to be turned against Russia and the 
Ulbricht regime. “Russia has developed a new form of 
colonialism ” some have discovered ; others echo Professor 
Harich’s notion that to create “ true socialism,” new demo- 
cratic elements must be introduced to break down “ the new 
class and party dictatorship.” 

The methods of science and technology which, like 
Marxism, have been so vigorously fostered by the regime, 
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have also become tools of criticism. The young scientists 
have been taught to inquire and to think for themselves. A 
physicist will gravely explain how metaphysical notions of 
the universe broke down in the face of scientific observa- 
tion and experiment and gave place to the modern scientific 
picture of the world. ‘We have been taught to think,” a 
young scientist will explain, and we “feel insulted and 
cheated ” when we are not allowed to do so. The Technische 


‘Hochschule at Dresden, now three times larger than before 


the war, has been one of the main centres of unrest. There 
have been student demonstrations and parades of govern- 
ment forces in front of it. 

Foreign students are playing a part in the new unrest. In 
the West the lavish hospitality given by communist regimes 
to Africans and Asians is rightly seen as a most dangerous 
propaganda weapon. But in eastern Germany these students 
have also provided a leaven of critical ideas amongst their 


- hosts. The Nigerian student can talk with more freedom 


than his German neighbour, for he is a guest, and his family 
lives, safely, thousands of miles outside the reach of the 
security police. The Indian knows from experience the 
comic falsehood of communist descriptions of the West. 

Yet there is a pathetic quality about the students’ revolt. 
A romantic sense of conspiracy, a search for a new ideal, 
sometimes blend with a more realistic sense of disillusion. 
Many students, too, though disillusioned with the com- 
munist world, are still not emancipated from many of the 
prejudices and subtle falsehoods which it has inculcated 
about the world outside. Prejudice against the United 
States remains acute. The Egyptian adventure has shattered 
the images of Britain and France, to which many were dis- 
posed to look for guidance. Poland, above all, with its 
torch of “ democratic ”. yet Marxist socialism seems a light 
in the darkness, and for this reason travel to Poland has for 
some time been virtually forbidden by the regime. But 
Poland’s light is pale. Mr Gomulka’s visit to Herr Ulbricht, 
to smooth over if not to resolve their differences of approach, 
has demonstrated the limits of its influence and power. 
Repression enjoys a continuing outward success in eastern 
Germany. The restless spirit, which is today so much alive, 
could turn into unhappy resignation as it did for a time after 
the revolt of 1953. 


Mass Sedation 


FROM OUR UNITED NATIONS’ CORRESPONDENT 


HE United Nations emergency force has been able to 
break a narcotics ring in Sinai. A cache of pure opium 
valued at about {£200,000, was confiscated and several 
smugglers were captured and turned over to the Egyptian 
police. According to the latest UN reports, cannabis 
(hashish, marijuana, and Indian hemp) is the most wide- 
spread type of drug of addiction. There is heavy land traffic 
in hashish in the Middle East ; the drug is produced in 
Lebanon and Syria, passes through Israel and Jordan, and 
is consumed largely in Egypt. It is impossible to keep 
politics out of UN discussions of narcotics control, and the 
Narcotics Commission, recently listened to an unedifying 
exchange between an Israeli official and the director of the 
Arab League’s Anti-Narcotics Bureau about responsibility 
for the drug traffic in the Moddle East. 
There are half a million addicts to cannabis or opium 
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in Egypt, with another half million on the way to becoming 
addicted. In Iran there are 14 million opium addicts. A 
UN mission which recently surveyed the situation there 
reports that the abolition of opium production will mean an 
annual loss of income of {10 million. In some areas farmers 
have lost half their cash income because of the ban on poppy 
cultivation. Poppy growing was popular because the pro- 
duct was immediately saleable at a known price, and indeed 
the direct cash return per hectare is five times as great as 
for wheat. Since the Iranian government began its campaign 
to stamp out opium consumption, 17,000 addicts have been 
cured. 

The French delegate gave the Narcotics Commission a 
fascinating account of recent action against illicit traffic. 
In one case in which prolonged investigations had led to 
the arrest and conviction of a well-known smuggler, the 
traffic was routed from the Middle East through France to 
the United States and Canada. The opium was generally 
treated near the source to obtain a fairly pure morphine 
base. At a later stage in the journey the drug was converted 
into heroin in clandestine laboratories. Whenever a labora- 
tory was eliminated, the traffic ring transferred its activities 
to another country. The head of the organisation, with the 
aid of relatives, also carried on a cannabis traffic between 
Lebanon and the Gaza strip, and directed two separate 
channels of drug traffic between the Middle East and 
France. Financial settlements were made through a Ziirich 
bank. 





* 


Of about 100 seizures where the country of origin was 
known reported by the International Criminal Police Organi- 
sation for 1956, 18 seizures were of drugs originating in 
India, 15 were from Iran, and 14 from continental China, 
Hongkong or Macao. Opium and opiates are still by far 
the most important drugs involved in illicit traffic. Addicts 
in South-East Asia are numbered in hundreds of thousands, 
if not millions. Siam has been trying to reduce consump- 
tion by reducing the supply and inflating the price, but 
it still has about one thousand licensed opium shops. 

The United Nations has been giving special attention to 
the question of Qat, the widespread international traffic 
in which is quite recent. Qat from Ethiopia is transported 
in large quantities (600 kg daily) by air to Djibouti, most 
of whose inhabitants are habitual chewers. It was recently 
banned in Aden (see The Economist of May 4th). In British 
Somaliland efforts have been made to reduce imports by 
means of duties, and in Kenya the leaves are subject to 
control by taxation similar to that used for alcohol. 

Consumers of gat chew or smoke the leaves, eat paste 
made from powdered leaves, or drink infusions. They meet 
in groups in order to enjoy the pleasant sensation of feeling 
strong and liberated from time and space. This state of 
mental stimulus, accompanied by loquacity and inane 
laughter, ends in a semi-coma, followed by cold sweats, 
convulsions, loss of memory, and release of violent instincts. 
Habitual use of the drug may lead to a variety of unpleasant 
consequences. 

Narcotics control, in effect, poses two separate problems. 
In some countries drug addiction is socially acceptable. 
There are several million chewers of coca leaf in Latin 
America, several million addicts to opium and its derivatives 
in the Middle East and Asia, and several million consumers 
of cannabis in Asia, Africa and Latin America. Where there 
is such mass production or consumption, a large-scale cam- 
paign with outside assistance is usually needed. About 
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£30,000 has been allocated for UN technical assistance in 
connection with narcotics control in 1957 in Iran, and small 
amounts in other countries. 

In countries where the use of narcotics is illegal and 
regarded as anti-social, it is largely a matter of preventing 
illicit traffic and sales, and treating known addicts. The 
Narcotics Commission has recently been very concerned at 
the extent of addiction in certain highly civilised countries 
such as the United States and Denmark. A somewhat new 
problem is the rapid increase in the use of barbiturates and 
tranquillisers. The commission has this year requested 
governments to take measures to prevent abuse of these. 


Mr Lee Changes his Line 


ka by-elections have altered the balance of power in 
the Singapore assembly and strongly suggest that the 
People’s Action Party will become the party to be reckoned 
with after the elections to be held when self-government is 
conceded to the state of Singapore next year. They came 
about when Mr Lee Kuan-yew, leader of the PAP, accepted 
the challenge of Mr David Marshall, the former chief 
minister, to resign with him and fight by-elections on the 
issue of what Mr Marshall called the “colonial constitu- 
tion” which Mr Lee accepted in London. Mr Marshall 
did not in the end contest his seat, which the party to 
which he nominally belonged and once led, the Labour 
Front, lost, but Mr Lee won his election with an increased 
majority on a strongly anti-communist campaign. 

This change of tactics by Mr Lee is, of course, the signifi- 
cant aspect of the elections. Mr Lee has always said that 
a political leader, to be successful in Singapore, must have 
behind him the educated and literate Chinese who are not 
educated and literate in English, and who form the colony’s 
largest political group—nationalist, tinged with communism, 
opportunist, and about to be enfranchised to a much greater 
degree under the new constitution. Mr Lee has evidently 
carried this Chinese electorate with him in the election. For 
a long time Mr Lee has been equivocal about the com- 
munists and it may be that Mr Lennox-Boyd’s ban on 
candidates who have been involved in any seditious activity 
helped him to decide to,abandon this equivocal attitude. 
The immediate future seems to lie with a left-wing but 
respectable PAP, and in the assembly it will not be con- 
trolled by crypto-communists from the backbenches. Even 
though, after the Secretary of State’s ban, the communists 
will not be able to get their men into the Assembly, they 
may yet attempt to manipulate the PAP and use it as a front, 
from their positions in the electoral organisations. They 
were delighted at Mr Lee’s victory gained verbally at their 
expense. 

The other influence on Mr Lee is the rough handling he 
had from Mr Lim Yew-hock, the chief minister, in the days 
when he made himself the champion of the communist 


‘ unions. He must have realised this endangered his control 


of his own party in the “ three-quarters freedom ” stage. But 
now Mr Lim, through electoral bungling and during his 
absence in Europe, has lost a seat to the right—to the older 
Chinese electorate, literate, capitalist, and English educated. 
It looks as if the Labour Front is going to be squeezed 
between right and left, and there can be little doubt where 
the greater power will lie. Mr Lee emerges as a figure of 
growing importance in Singapore politics. 
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\atom may return in peace 


Photo: United Nations 


The threat of the atom must yield to the promise of the atom 
—a promise that Britain was the first to honour and the first to 
put into practice—atomic power for peaceful purposes. 

By virtue of its experience in this field The General Electric 
Co. Ltd. has been awarded the contract for a 320,000 kW station 
for the South of Scotland Electricity Board. The G.E.C. is now 


fully prepared to build similar atomic power stations in any part 
of the world. 


No Company is better equipped to meet the world-wide 
demand for atomic power; no organization spans so vast a field 
from the supply of uranium ore-mining and preparation plant 
and the special furnaces for processing nuclear fuels—through to 


the equipment for the generation, control, transmission and use 
of electrical power. 


Continuous research into the fields of metallurgy, heat transfer 
and future reactor designs, ensures that each new atomic energy 
power project will be the best this country—or the world—can 
produce. 


ASSOCIATED WITH THE G.E.C. 
SIMON-CARVES LTD. specialise in steam-raising and heat exchange equipment 
(including gas circulation, water circulation and water treatment systems), civil 
engineering and chemical engineering. 
THE MOTHERWELL BRIDGE & ENGINEERING CO. LTD. fabricate and erect the 
steel pressure vessels for reactors and steam-raising units. 


JOHN MOWLEM & CO. LTD. are responsible for civil engineering on site. 


Atomic Energy Division 


THE GENERAL ELECTRIC COMPANY LIMITED 
MAGNET HOUSE, KINGSWAY, LONDON, W.C.2 
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British Aluminium 


for 
Box Van Bodies 


This large van, one of a number built to carry 44-gallon oil drums, has a 
1500 cubic foot body constructed entirely of aluminium sections and sheet. 
The use of aluminium has produced a vehicle with a taxation weight of only 
2 tons 19 cwt. The bodies, mounted on Dennis ‘Stork’ extended chassis, are 
built’ by Redhill Bodybuilding Industries Ltd., for H. Pye & Son Ltd., 
contractors to Rheem Lysaght Ltd. 

‘Pantechnicons & Box Vans’ is one of a series of design brochures, with 
accompanying drawings, produced by our Development Department. If you 
are interested, please write for a copy. 


BA standard road transport body sections are available from stock. 


@) The BRITISH ALUMINIUM Co Ltd 


NORFOLK HOUSE ST JAMES’S SQUARE LONDON swi 
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continuing decline in tanker freight rates, have 
brought the price of petrol down to within 2d. 
a gallon of that ruling before the Suez affair began ; 
other products are nearer still to the pre-Suez level. 
For the major oil companies, however, this apparent 
return to normal conceals far-reaching and probably 
irrevocable changes in the structure of world oil prices. 
Competition from the oilfields and refineries in the 
Western Hemisphere, once the undisputed mainstay of 
oil prices throughout the world, still plays an important 
part in determining prices, even in Europe. But in the 
last decade, the growth in the output of crude oil and 
refined products in the Middle East and the expansion 
of refinery capacity in Europe have weakened the links 
with the Caribbean. The recent changes in the prices 
of crude oil in the Persian Gulf, and the posting of 
product prices there for the first time, have carried a 
little further the trend towards an independent 
pricing system for Middle East crude oil and the pro- 
ducts refined from it. What links with the Western 
Hemisphere still remain? And if these last links are 
likely to weaken or snap, what is likely to take the 
place of the Caribbean as the ultimate determinant of 
the prices paid for oil by consumers in Europe ? 
Before the war the only area with a large surplus 
of oil for export, and the cheapest point from which a 
European distributor could obtain additional supplies, 
was the Gulf of Mexico. It followed logically that all 
of the crude oil and refined products traded inter- 
nationally—wherever they were produced—were sold at 
the same price: the ruling price in the US Gulf 
plus the freight cost from there to destination. After 
the war, as the Caribbean became the largest surplus 
area, it took over the role of the US Gulf, and 
became the primary basing point for oil prices through- 


P cam cuts in oil prices this week, reflecting the 


WORLD 


What Price Oil? 


out the world. At about the same time, the potential 
influence of the Middle East was recognised by the 
establishment of a second basing point for crude oil 
in the Persian Gulf. Over the next decade this Persian 
Gulf price was gradually reduced, relatively to the 
Caribbean price, enabling Middle East crude oil, cover- 
ing its full freight charges, to compete with the 
delivered price of Caribbean crude oil over a steadily 
widening market area. This “watershed” between 
the Eastern and Western Hemisphere supplies was 
extended to Britain, and in 1949 the price of Middle 
East crude oil was cut still further, enabling it to com- 
pete—below a certain level of freight rates—with 
Caribbean crude oil delivered to refineries on the east 
coast of the United States. Since then, as the price of 
crude oil has risen in 1953 and again this year, less in 
the Middle East than in the Western Hemisphere, and 
as tanker freight rates have fallen, the price advantage of 
Middle East over Caribbean crude oil has increased. 
The link across the Atlantic can still be established on 
paper, but only on the assumption that Middle East 
crude oil is competing far inland from the east coast 
of the United States, or that freight rates are far above 
the current, or likely future, average. 


F the American market for Middle East crude oil 
I could be extended indefinitely by reducing Persian 
Gulf prices, then it would be reasonable to argue that No 
sales of Middle East crude to other markets in the 
Eastern Hemisphere should be made at any price lower 
than that needed to penetrate the American market. 
But the American market is limited not by price, but 
by politics. A Cabinet committee is about to propose 
to President Eisenhower yet another scheme for the 
control of oil imports ; and the Congressional lobby 
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against oil imports operates so strongly in general, and 
against imports of Middle East oil in particular, that 
* the Middle East producers will be hard put to it to 
maintain even their present share of the American 
market. Until a much more marked deficiency in 
Western Hemisphere output emerges, no price cutting, 
however severe, will secure a significant increase in sales 
of Middle East oil to the United States. That being 
accepted, there is no reason why the price of Middle 
East crude oil sold to refineries in the Eastern Hemi- 
sphere should be linked to the price realised on sales 
to America. 

If that link is broken, what can take its place ? This 
is a question so fraught with unknown hazards for the 
future that it is not surprising that the oil companies 
tend to cling to a price structure even when it has 
become an anachronism—for fear of the unpredictable 
effects that an attempt to create a different price 
structure might induce. But there are still some rafts 
in the stream. The price of crude oil in the Middle 
East cannot rise above a level that allows Eastern 
Hemisphere refiners to sell their refined products 
locally at prices competitive with those of refined pro- 
ducts imported from the Caribbean. 


A POTENT political factor, which cannot be ignored, 

is the very strong resistance of Middle Eastern 
governments to any reduction in the price of Middle 
East crude, and their only slightly less strong pressure 
for increased prices in the Middle East when Western 
Hemisphere prices rise. Producers might therefore 
think it prudent to keep some brake on Middle East 


prices, because of the difficulty of going into reverse if . 


Western Hemisphere prices should weaken. Theoretic- 
ally, competition between the oil companies operating 
in Europe could force Middle East crude prices down 
to the level that would just allow an integrated oil 
company to recover its cost of producing crude oil, 
including the payment of royalties and taxes based on 
full posted prices, and carry out all transport, refining 
and distribution operations at cost. 

But even if this were feasible, no -Middle East 
producer is likely to be in such straits in disposing of 
his crude oil as to leave no provision for the replacement 
of his oil reserves. As the total demand for petroleum 
is relatively inelastic in terms of price, an oil company 
can gain sales only at the expense of its competitors’ 
share of the market. Under present marketing condi- 
tions in Europe, it is virtually certain that price cutting 
by any one major mark«ter will be met by the others. 
The net result, for each company, would be the same 
volume of sales as before, but at lower prices—a net 
loss in revenue. Price cutting in Europe could occur, 
especially through the intervention of the “ indepen- 
dents” in Switzerland and Italy, but there is a strong 
tendency for oil prices to be “ sticky.” 

In contrast to the change in the structure of crude 
oil prices, there has been no break in the link between 
European and Caribbean product prices. Almost all 
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refined products are still sold in Europe at prices which, 
over a period, are roughly equal to the cost of imperting 
products from the Caribbean. For fuel oil, distillates 
and some other products this logic still holds. Because 
of the.rapidly growing demand for fuel oil in Europe, 
and the relatively slowly advancing demand for heavily 
taxed petrol, refiners find it difficult to balance their 
output with the demand. They can often operate most 
economically by supplying all of the demand for light 
products, but only part of the demand for black oils, 
and making up the balance of black oils by imports 
from the Caribbean. While it continues to be more 
economic to import black oils, rather than “ stretch ” 
the refinery yields to produce more black oils, the locally 
refined products can be sold at the same price as the 
imports, even though they are refined from cheaper 
Middle East crude. The logic fails, however, in the 


case of petrol, for European refiners can already produce 
more than they can sell, and have no need to import 
additional supplies from the Caribbean. 


RB” if the Caribbean yardstick is abandoned, again 
one must ask the question: what can take its 
place ? Because the European refiner has a much wider 
spread than his American counterpart between the cost 
of his crude oil and the prices of the products he sells, 
it is tempting to argue that the price of petrol in Europe 
should come down until the refining margin is the same 
as in the United States. But this ignores the fact that 
European refiners have to sell more relatively low- 
priced fuel oil, and less of the more profitable petrol. 
To secure the same net return on his investment, the 
European refiner has to have a wider spread between 
crude and product prices, and in spite of the advantage 
of relatively cheap Middle East crude oil, European 
refiners were finding their profit margins squeezed last 
year as the demand for fuel oil continued to rise much 
faster than the demand for other products. Now that 
their crude oil costs have risen only half as much as the 
prices at which they sell their products, ‘these refiners 
have received a welcome addition to their profit margins. 
They are naturally anxious to maintain it, by resisting 
any further increase in crude oil prices in the Middle 
East, or any reduction in petrol prices below the price at 
which petrol can be imported from the Caribbean. 


There may be no longer any logic in the Caribbean 
yardstick for petrol prices, except as a ceiling beyond 
which European prices cannot rise, but the refiners 
will not let it go—except in the Middle East. By posting 
prices in the Middle East slightly below those ruling 
in the Caribbean for most products, Middle East 
refiners, covering full freight costs, can compete with 
Caribbean products delivered to markets as far west 
as Italy. Refinery construction costs are higher in 
the Middle East than in Europe; and now that product 
prices have been posted officially in the Persian Gulf 
the refiners there can hardly avoid conceding to Middle 
Eastern governments a half share of their profits on 
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refining—a heavier charge than the refinery fees they 
are at present paying. If, in spite of these higher costs, 
Middle East refiners were to reduce their selling prices 
further below those ruling in the Caribbean, they could 
enlarge their market in Western Europe—conceivably 
to the point where refineries in the Middle East and 
not in the Caribbean would become the cheapest source 
of marginal supplies even as far west as Britain. But 
for this to happen there would have to be a larger 
expansion in refinery capacity in the Middle East than 
is at present planned. The output of fuel oil is being 
expanded in Kuwait, but the tankers calling there to 
load crude oil are expected to take most of this as 


Lead and zinc prices have fallen sharply. 
American policy will determine their future 
and the prosperity of British controlled 
companies mining these metals. 


 goaeines prosperity of the lead and zinc mining 
industries is turning sour. Since the beginning of 
this year the price of lead in London has fallen by more 
than a fifth to about £90 a ton, and zinc has fallen by 
one-quarter to about £75 a ton ; both metals are now 
back to the prices of three years ago. Their troubles 
have a common root : the United States government, 
after bolstering world production for three years, is now 
seeking less costly means of protecting its own pro- 
ducers. 

The change has not taken producers by surprise, for 
it was only a matter of time before the American 
government called a halt to its programme. From the 
middle of 1954, the government has been taking into 
the stockpile the surplus of domestically mined lead 
and zinc. From the middle of 1956 until recently, it 
also took into the stockpile the surplus of foreign lead 
and zinc, against the barter of surplus American farm 
products. The prime object was to obtain outlets for 


HOW THE DUTIES CHANGE 


cents per Ib. 
LEAD ZINC 
Average market Import Average market Import 
price duty price duty 
C7 OP GROWS i nccecs » Nil 143 oF abOve. .éc.cs. Nil 
Me lk aceeous I 134—144  ...eeeee 4 
Pee éacteces 2 CAe—=ESE  ceecsees 13 
COW TS ccccesds 3 WOR 128 oscccccc 2 
Existing rate: 1-1/16th Existing rate: 7/lOths 


farm products, but it served to give a further measure of 
support to American and foreign producers. 

Thus the effect was to keep world prices artificially 
high and to encourage production inside and outside 
the United States. In consequence, foreign production 
of lead and zinc is now a greater threat to the prosperity 
of the American mines than it was before the support 
programme was introduced. Unless the Administration 
and Congress were willing indefinitely to take lead and 


Troubles in Lead and Zinc 
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bunkers for the round trip. Whether all the additional 
petrol that even a topping plant at Kuwait must produce 
can be absorbed east of Suez is another matter. If this 
petrol were of suitable quality, then by cutting 
prices it could be sold to Western Europe in com- 
petition with the already adequate output of locally 
refined petrol, and might force refiners in Europe away 
from their cherished Caribbean yardstick. Surplus 
products at Middle East refineries, and the operation 
of independent refiners and merchants in Italy and~ 
Switzerland based on what Middle East crude they can 
get—these are the disruptive elements in a price struc- 
ture that might otherwise be slow to change. 


zinc into stock at their taxpayers’ expense, a practical 
solution had to be found. 
Prices started to fall at the end of April, when the 
Assistant Secretary of the Interior stated that purchases 
of domestic zinc for the stockpile were due to end “ in 
PRODUCTION, CONSUMPTION AND STOCKS 


(Monthly averages : long tons) 





| Jan.-April 
1955 1956 | 1957 
Refined lead : 
World production* ........ | 155,858 165,667 166,875 
United States...........-. | 41,864 47,635 47.770 
U.S. producers’ stockst .... 27,758 36,768 51,290 
Slab Zinc : 
World production*........ 188,828 196,561 202,950 
United States : 
PRONNNIN < acccccccccan | 76,604 79,095 83,696 
EG MINORS ccc dccccece | 13,228 17,572 22,632 
Tea cetacabaccdecesaes | 89,832 96,667 106,328 
Consumptiont .......... | 83,096 | 73,130 73,808 
Smelters’ stockst........ | 35,054 | 61,270 94,224 
Deliveries to stockpile ... 6,488 11,683 16,922 





* Excludes Communist countries. 


t At end of period. + First 
quarter. Source : 


British Bureau of Non-ferrous Metal Statistics. 
a matter of months.” The Administration has since 
announced proposals for protecting domestic producers 
that contain no element of stockpiling. It has also 
restricted the barter scheme because it was displac- 
ing normal sales of farm products. The new scheme, 
which prohibits refineries from delivering metal 
extracted in the United States from foreign ores, 
closes a substantial outlet for foreign supplies. Faced 
with mounting stocks, especially of zinc, and the 
prospective halt in deliveries to the stockpile, American 
producers have cut lead prices by two cents a lb and 
zinc by 33 cents a lb. 

The new proposals seek to protect the domestic 
industry by levying in each quarter import duties 
related to the average American price in the quarter 
ending one month earlier. The scale of duties and the 
existing rates, are shown in the first table. The declared 
aim is to keep prices at the levels that ruled throughout 
1956, namely, 16 cents for lead and 13} cents for zinc, 
and that would imply rates of duty slightly below the 
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existing ones. But with lead at 14 cents and zinc at 
IO cents, as now, the duties would be 3 and 2 cents 
respectively, and they would be three times the existing 
rates. 


ONGRESSIONAL representatives of the western 
mining states have denounced these proposals as 
inadequate and unworkable. They argue that foreign 
producers will try to forestall an expected shift to a 
higher scale of duty by flooding the domestic market. 
This would follow, they argue, since the effective duty 
in each quarter would be determined one month in 
advance, and thus give Mexican, Canadian and other 
producers within close range of the United States time 
to accelerate their shipments. The governments of 
foreign producing countries have also been quick to 
lodge their protests in Washington. 

The old programme helped domestic and foreign 
producers alike ; the new one is designed to protect 
American mines only. The surplus which used to dis- 
appear into the American government’s stores will 
initially stack up in Europe, European prices will fall 
below parity with American prices, and it will become 
profitable to ship more metal to the United States. 
Ultimately, domestic and foreign prices will reach a 
level at which output is cut sufficiently to balance it 
with consumption. Then, presumably, American prices 
will tend to rise, and the duties will be reduced, until 
it becomes attractive to increase production. More 


metal will be sold to the United States, and the down- - 


ward cycle will start again. On-this analysis, it is 
difficult to see how American prices can be stabilised 
at the 1956 levels before the long-term growth in the 
use of these metals brings consumption and production 
into balance. The inference is that the Administration 
is reluctant to impose duties high enough to keep the 
marginal mines afloat. The battle within Congress, and 
between it and the Administration, is now on, and is 
unlikely to be settled before Congress adjourns next 
month. Though more generous measures of protection 
may be enacted next year, it seems safe to assume that 
the stockpiling of domestically mined metal will cease. 

It is impossible to guess how long it will be before 
zinc and lead prices touch bottom, but their adjustment 
is likely to take longer than for some other commodities. 
Lead and zinc are frequently produced jointly from the 
same ore body, and many mines contain a higher pro- 
portion of lead than zinc. In such mines lead is the 
primary product, and they may be prepared to sell zinc 
concentrates for a time at prices that do not cover costs. 


1955 1956 
Years to December 31 £ £ 
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So far only one Australian producer is believed to have 


‘ceased to ship zinc concentrates to European smelters. 


When zinc and lead are mined in combination with 
copper (sometimes it is zinc alone), the stopping point 
for sales may depend on the relative profitability of 
copper. 


peers investment in lead and zinc mining is princi- 
pally in Australia, and pre-eminently in the mines 
that exploit the Broken Hill area of New South Wales, 
though Rhodesia Broken Hill is also important. The 
New South Wales mines work rich ores, and have a use- 
ful element of flexibility in their costs, similar to that of 
the copper companies of Northern Rhodesia. The 
royalty paid to the NSW government is related to 
profits, and the wage bonus to the realised price of lead 
fob Australian ports. These factors help to explain why 
the chairman of 
Consolidated Zinc 
Corporation was 
able to state that, 
despite the fall in 
prices, the company 
faced the future 
with confidence. 
Mount Isa Mines of 
Queensland, which 
is controlled by the 
American Smelting 
and Refining Com- 
pany also pays a 
wage bonus related 
to the price of lead; 
the basis of its 
royalty, which was levied for the first time last year, is 
not revealed. Mount Isa is becoming rather less depen- 
dent on lead and zinc, thanks to the rapid expansion of 
copper production. Consolidated Zinc, though it is seek- 
ing further to broaden its interests, will remain depen- 
dent on lead and zinc for some time. | 
The present surplus, especially of zinc, mainly reflects 
the growth of world production ; the decline in con- 
sumption has not been great. In the last ten years world 
consumption of both lead and zinc has grown at an aver- 
age annual rate of 44 to § per cent. It may be unwise 
to assume that industrial output in Europe, from which 
much of that growth sprang, will rise as fast in the next 
decade. But to the extent that lower prices stimulate 
consumption, the present difficulties of the industry 
may not be wholly to its disadvantage. 


£ |THE FALL IN LEAD 
per ton AND ZINC Cents 
140 per Ib 


LEAD-United States 


LEAD-London 


Mount Isa Rhodesia Broken Hill Development 


1955 
£A 


Gross profit 6,437,855 6,250,323 
Net profit 2,344,928 2,044,383 
Ordinary dividends 1,129,521 1,129,521 
Ordinary dividend (per cent) 223 223 
Market price 


5,171,032 


* After Rhodesian tax. 
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GILT-EDGED DEPRESSION 


The Lowest Ever 


EVERAL British Government securities have fallen to the 
lowest points ever recorded. War Loan 3} per cent 
at 67% is one such; 23 per cent Consols at 49} are very 
close to the all-time low. Industrial ordinary shares, on the 
other hand, have risen, and are only a little short of the 
highest points ever recorded. At 223.7, The Economist 
indicator shows a rise of 13 points on the week. The peak 
for the indicator was 232.1 in July, 1955, and at that time 
War Loan stood at 803. It is a dribble of small sales with 
no buying orders that is now steadily depressing gilt-edged 
stocks and widening the gap between them and equities. 
And the real tragedy of gilt-edged is not the level of prices ; 
it is the absence of a market even at the level to which 
prices have now fallen. Only in the shortest-dated stocks, 
where the discount houses play a big part in making the 
market and where the government broker is stimulating 
switching business by accumulating the next maturity 
against sales of slightly longer stocks, are there large dealings. 
It is unfortunately inherent in the system of dealing—with 
the government broker as the residual supplier of stock— 
that the market should dry up when prices fall. On a 
rising market there is always one big seller able to supply 
stock at a price. In a falling market there is not even one 
big buyer. 

So the gilt-edged market has ground almost to a halt with 
the Financial Times index of Government securities at 
82.09, which is 0.57 lower than a week earlier and the lowest 
point since the index began. Significantly the admission of 
33 per cent War Loan to the list of stocks that may be 
bought by blocked accounts has not helped that particular 
stock in the least. Nor has it been a factor in the rise ‘in 
security sterling and the running down of the premium that 
dollar stocks command in London. The dollar premium in 
London (based on the rate of $2.80 to the £) has declined 
from a shade over 7} per cent to around 6} per cent in 
just over a week, with an improvement in security sterling 
from $2.60} to $2.63. The move may include a little profit- 
taking by British investors who have done well in Canadian 
securities, but it owes far more to purchases by non-resident 
investors of such British equities as oil shares and Hudson’s 
Bay. Non-residents, like residents, prefer equities. 

On the fixed-interest side the new issue market is also 
at a standstill. The flow of small issues for the local authori- 
ties has necessarily stopped and seems likely to remain 
stopped however great their need. That need was under- 
lined at the end of last week when the City of Rochester 
invited potential lenders to make their own offers as to the 
amount of money they would advance, the rate of interest 
and the length of the loan. 
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STEEL DIVIDENDS 


Dorman Long Unfrozen 


ORMAN LONG AND COMPANY on Wednesday announced a 
D modest increase from 3 per cent to 4 per cent in its 
interim dividend. No half yearly statement of earnings and 
no guidance on how the increased dividend should be 
interpreted accompanied the announcement. With any 
other steel company it would have occasioned little com- 
ment. As the table shows, almost as many steel companies 
have increased their interim dividends this year as have left 
them unchanged. With Dorman Long’s board of directors 
and particularly with its chairman, Sir Ellis Hunter, the 
issue is different. Sir Ellis has been stubborn beyond 
most people’s understanding in his insistence that every 
penny of earnings beyond the dividend held out in the 
prospectus when the company was denationalised should 
be ploughed back for capital development. 














Int. | Total! Int. — = Price 
oe" 1956 | 1957 1956 1956 now 












South Durham....... 8 4 

John Summers ....... 4 12 4 29/6 
Thos. Firth & J. Brown 4 10 4 A 
ee eeeererrs il 3 28/1} 
Stewarts & Lloyds.... 23t a 3 30/~ 
Consett Iron......... 7 3 21/73 
CONVINES 2c ccccccccce it 5 32/14 
United Steel......... 4 123 6 34/3 
Whitehead .......... 10 20 10 57/-xd 
Dorman Long ....... ; 4 26/10} 


* Price adjusted for one-for-two Rights issue at £1. + Price adjusted 
for two-for-five Rights issue at 20/6. + Dividend and prices adjusted for 


100 per cent. Scrip jssue. 


\\\| Price adjusted for three-for-seven Rights 
issue at 30/-. 


Sir Ellis has now bowed to investment opinion and to 
the opinion of his own shareholders.- He is right for other- 
wise Opposition would surely have been mobilised against 
him. He has bowed neither too soon nor too deeply. The 
market will now assume—for it is only guess available—that 
Dorman Long will follow its 4 per cent interim with a 
6 per cent final payment making the year’s distribution 10 
per cent instead of 8. At a price of 26s. 103d. for the 
£1 units that raises the yield from 5.9 per cent to 7.4 
per cent. The price had indeed dropped about 1s. to that 
level after the dividend announcement. The fall reflects 
the fact that a substantial bull account has been built up 
in Dorman Long shares on the theory, now proved right, 
that the weight of earnings was such that sooner or later 
the board’s intransigence must yield. Moreover, United 
Steel, also an excellent company, has now a much increased 
number of shares in the market and offers investors an 
attractive high grade steel share with a yield of over 
7 per cent. 
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As-to Dorman Long’s capacity to pay an increased divi- 
dend there is hardly room for argument. Last year’s 8 per 
cent dividend was covered well over 8 times on total earn- 
ings. If allowance is made for profits tax on the assumption 
of:full distribution, earnings were still over 383 per cent on 
the ordinary capital. Ten per cent per annum is the least 
that the directors should reasonably pay, and shareholders 
will not be satisfied with that rate indefinitely. 


Steel and the Investor 


TEEL shares are now proving a progressive and accept- 
S able investment. Increasingly dividends are being 
raised as profits grow and the Dorman Long decision seems 
to set the seal on the process. Increasingly the companies 
are going to market for part of the money they need for 
capital development as United Steel and Guest Keen and 
Nettlefolds have done. And the fact that the Realisation 
Agency still holds prior charges in many companies of which 
it has sold the equity (as it does in United Steel) is not 
proving an obstacle to pursuing a normal commercial divi- 
dend and borrowing policy. In one respect, however, steel 
shares lag. The chart shows it. While industrial ordinary 
shares have been rising steadily despite dear money and 
The Economist indicator is almost within striking distance 


- HOW STEEL SHARES HAVE MOVED 

Dec 31 1956+100__ : ply 

THE ECONOMIST’ 
INDICATOR, 


Po r 
oe NJ 


of its 1955 peak (though 1955 was a boom year and 1957 
is not) steel shares show a much more modest rise. 

The gap moreover between The Economist indicator and 
a similarly constructed index of steel shares has tended to 
widen. The institutions that have money to buy top-ranking 
industrial ordinary shares (they will not look at gilt- 
edged) are not at the moment increasing their holdings of 
steel shares. Their reluctance springs from two sources. 
_ First there is effectively a “tap” of steel shares. Many 
institutions probably put as much and probably a little more 
than they wished into steel shares at the time of the Steel 
of Wales issue in March. There have been shares on offer 
and calls to pay in respect of Steel of Wales since, and when 
homes have been found for all those shares there is still 
the Richard Thomas and Baldwins issue to come. Secondly, 
the political risk is certainly not eliminated. It should not 
be overstated, but at times when a change in the colour of 
the Government looks more probable investors begin to 
worry a little about any of their steel holdings that stand 
much above the price at which they were resold by ISHRA. 


PRODUCTION 


Reflation Begins to Show 


NDUSTRIAL output seems to have risen significantly 
between April and May, according to the “ forecast ” 


figure of the official index of production. Moreover, the 
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statisticians have revised the April score upward, so that 
the seasonally-adjusted index now shows a decided upturn 
in output from the level of output in the first quarter of this 
year—which was incidentally at about the level of the second 
quarter of 1955. The figure expected for May, 145-146 
(1948 =100), which on a seasonally-adjusted basis is about 
39-40 per cent higher than average production in 1948, is 
higher than any recorded index since the end of 1955. 


OFFICIAL INDEX OF PRODUCTION, SPRING : 
1955, 1956, 1957 


All industries Metals, Engineering and Vehicles 


Engin- 
eering, 
ship- Vehicles 
building, 
| electrical 


** Other 
metal 
goods "" 


January . | 
February | 
March .. | 
April ... | 
May .... | 


1956 
January . 
February 

arch .. 
April... 
ae 


1957 | 


January . | 155 
February 
March .. 172 


April... 135 
May .... | 145-146 


Production of coal and steel, which this spring have been 
buoyant elements in total production, will have contributed 
to the rise in May ; certainly the motor industry will have 
contributed a good deal, with its marked recovery in pro- 
duction during recent months, Statistics of demand have 
been suggesting a marked reflation in consumption during 
recent months, and investment as yet shows no signs of 
falling off as seemed possible earlier this year. Figures of 
engineering output, however, suggest that the rise in output 
of motors and other consumer durables is taking some time 
to reflect back into demand for intermediate engineering 
products. Some of the machinery makers producing capital 
goods have remained busy during the whole period of 
stabilised production, but demand for castings, drop forgings 
and minor components is only now beginning to pick up. 


GOLD RESERVES 


Rise Without Recovery 


GAIN of $36 million in the reserves last month brought 
A the rise in the Exchange Account’s holdings in the 
first half of 1957 to $248 million. 
million of the rise in the first half of 1956 ; but in each of 
the past five months except one the increase in the reserves 
has been due predominantly to special non-commercial and 


That is within $17 


non-recurring receipts. This is reflected in the third 
column of the accompanying table, which shows that such 
special receipts, together with American defence aid ($23 
million) reached $327 million in the last half year; the 
figures for January-June 1956 had merely $26 million of 
defence aid to help them. 

Of this year’s special receipts, $104 million comprised 
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Permanent and Long-Term 


Capital for Industry 








ICFC provides long-term loans and 
share capital to industrial and com- 
mercial enterprises—in the form best 
suited to the particular need. Amounts 
range between £5,000 and £200,000. 
Proposals can be considered from 
new ventures which are soundly con- 
ceived and adequately sponsored, as 
well as from established concerns. 
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Write for our booklet, “Capital for Business and Where to 
Find it”, to any of the addresses below. 
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FORM A376544402/2 (i) g 


CHEESE HALL 
(Ancient Monument 66921) 


Now housing H.M.Min. of Coke 
(See Govt. Redistribn: Rehabiln: 
Decentraln : ORDER 1946). 

OPEN fo authorised members of public on comple- 


tion of form A.376544402/2(i)g without delay. 
ODIO: HUME vn cssicnexes : (f)sTATE in own words reasons for 
(if Mr. or Mrs., say Yes or No) wishing to apply for tours A, B, C, G, 
ea I, H or K. See notes iii and iv 


(if address differs from (if NONE write NO THANKS). 
address, see para 8d) cichlids aes 
MARRIED OR SINGLE ..... 


(if neither write NEITHER) 


TILE 
BLOCK CAPITALS 


or 


NOTE iii: Tours A, B, C, G, and K 
are in abeyance. 


(b) DATE of last visit to Dieppe .... NOTE iv: Tour H entitles visitors to 
(if all great-grandparents speak to H.M. Guide on the 
British, say nothing) ODD days of the week and 

(c) WEIGHT in POUNDS at time of combines a view of the chair 
last measuring HEIGHT used by the Permanent Secretary 

(d) tina (Min. of Fish) with a Distant 

(e)1 aM a child of 8 who has been Prospect of Schwepton College. 


inoculated for mumps I have read this form . 
(If a PEER, do NOT answer weeeeeess usual Signature 


ORR RR RENAE 


REAP RARRORIAN DAL 


this section) eeeeeee Unusual signature 


SCHWEPPERVESCENCE LASTS THE WHOLE DRINK THROUGH 
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the rettirn of the 1956 interest on the North American 
postwag loans, now deferred to the early years of the twenty 
first century. The rest comprised India’s drawing of $200 
million from the International Monetary Fund, of which 


GOLD AND $ RESERVES ANALYSED 










Aid — Reserves 
onse pecia tc 
($ million) dollar eenel end of 


ance lor creditst| “eserves 





1957 :— oa 2.084 
MOET. «ccevwes 

POC OEe kc cness + 63 2,147 
PROG 6606 caees + 73 2,209 
BGM x0 sc ssceas + 106 2,320 
FU Uses qecwcs + | 2,345 
ge eee + 80 2,381 
Jan.-June ....... +327 2,381 
Jan.—June, 1956... + 26 2,385 





* Relates to balance in previous month. 
from IMF of $59 mn. in February, $68 mn. in March and $73 mn. in June, and 


t Includes drawings by India 


the return of $104 mn. of deferred loan interest in April. +$28 mn. 
attributable to German deposit of £10 mn. in arms purchase account. 


the last $723 million was deposited in the central reserve 
in June. The bulk of these Indian dollars has been quickly 
withdrawn again. India’s over-spending is placing a heavy 
net burden on the dollar reserves, which are maintained 
for the use of overseas sterling countries as well as Britain. 


Confidence Comes Slowly 


If the Indian drawing from the IMF were excluded from 
the June balance, there would have been a residual deficit 
of $28 million—of which $7} million would have been 
attributable to the quarterly interest on Canada’s wartime 
loan and $5 million to the half-yearly repayment of the 
loan portion of Marshall Aid. The June settlement with 
the European Payments Union involved a gold payment of 
$16 million in respect of the May deficit of £7 million ; 
whilst the deficit for June rose to £10 million, involving a 
gold payment this month of $21 million. The Treasury 
attributes the recent run of deficits with the Union largely 
to sterling window dressing by the Bank of France—the 
drawing in for the EPU reckoning of the sterling balances 
of the French commercial banks. But this is a process 
that cannot go on for ever ; it should indeed rebound to 
Britain’s ultimate advantage. 

Against this adverse special influence, moreover, has to 
be set another that is favourable. Questioned this week 
about Germany’s promised deposit of £75 million in pre- 
payment of future instalments on its postwar loan from 
Britain; Mr Thorneycroft stated that the necessary pro- 
cedures had not yet been completed by the German parlia- 
ment, though he did not rule out the possibility of some 
deposit having already been made from the Bank deutscher 
Laender to the Bank of England. And he revealed, belatedly, 
that an additional {10 million had been paid into the 
German arms account in April. That, in retrospect, ex- 
plains two-thirds of the sudden big EPU surplus Britain 
marked up in that month. 

For the first half of the year, which is seasonally the 
more favourable, both the EPU account and the dollar 
balance settled across the exchanges have been unsatis- 
factory. This may reflect in part the sagging prices of 
commodities, which may have encouraged buyers to hold 
off purchases. But fundamentally the failing has been one 
of confidence. The near catastrophic bear attack on sterling 
that opened up with the Suez ultimatum was successfully 
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repelled by the demonstration that for the immediate de- 
fence of the parity the central reserves could be nearly 
doubled. The harder task has been to push the speculative 
account out of its obstinately neutral state, by giving 
evidence of more lasting recovery. 

The omens for Britain’s current external balance are 
generally good, especially now that the extra oil expendi- 
tures are ending. But, as was painfully learned in 1956, 
a current surplus may not be enough. Today, what people 
believe about the future of sterling remains of great impor- 
tance. So far, principally because of the threat seen in 
the wage-price spiral, those who deal in the sterling ex- 
change—resident traders no less than foreign bankers— 
remain uncertain, and are keeping short. 


CHEMICALS 


A Wilton for the South 


E exact location of the new chemical plant Imperial 

Chemical Industries are thinking of building on the 
banks of the Severn north of Bristol has not been revealed. 
Planning permission is being sought from the Gloucester- 
shire County Council to develop a thousand-acre site in the 
Thornbury rural district, but until a reply is given, probably 
next October, secrecy enshrouds the precise location so as to 
avoid inflation of local property values. 

But the reasons that have led ICI to place this “ Wilton- 
type ” plant in the southern half of the country and to choose 
this particular locality are not secret. Like Wilton the new 
plant will draw upon oil as its main raw material to manu- 
facture organic chemicals, including plastics materials, and 
ammonia products 
such as fertilisers 
(though Wilton gets 
its ammonia the hard 
way from the air). 
Most of the existing 
capacity for these 
products lies in the 
north of England, 
however, while a 
large and growing 
part of their markets 
lies in the Midlands 
and South. To meet 
the large expansion in 
demand that ICI 
foresees, some southward shift of manufacturing capacity 
was clearly called for. 

The facilities of the selected area are quite good compared 
with the others the company examined. There are excellent 
rail connections to the Midlands, South Wales, and other 
parts of the country, and by the mid-1970s, when the plant 
should be in full operation, one might hope to see the Mid- 
land-South Wales and London-South Wales motorways, 
including even the Severn Bridge, added to the present road 
system. Road and rail links to Avonmouth are at the present 
time somewhat poor, but ICI may either build a pipeline 
to the tanker terminal at Avonmouth, which is able to take 
tankers of up to 30,000 tons deadweight only, or construct 
its own coastal tanker wharf at the plant. The demand for 
local labour—most of the 4,000 to 5,000 the plant will 
employ when it is complete—should not present any difficul- 
ties ; and ICI appears quite confident about the local supply 
of water. Like the new CEA nuclear power station at 
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Berkeley, a little to the north, it can satisfy part of its 
enormous needs from the Severn, but both plants will put 
heavy demands upon local supplies of high quality water, 
which have never been over-abundant. The new plant will 
incorporate, ICI says, all the latest developments in chemical 
technology, including extensive use of automatic control ; 
and when completed will have cost about £100 million. 
But to a company that is now investing within this 
country at the rate of £40-£50 million a year that is 
nothing special. 


DOLLAR IMPORTS 


A Little More Freedom 


HE Board of Trade has belatedly decided that controls 
ic on many imports from the dollar area can safely be 
abolished on August 1st. In most of the items affected, it 
is stated, the main benefit to importers is simply that they 
will be relieved of paper work, but in some other items 
they will gain from increased competition among suppliers 
and easier access to the sources which suit them best. The 
switching to dollar supplies should not be large, and the 
net cost of additional imports is not expected to exceed 
£3 million a year. The present complicated arrangements for 
imports of leather from North America will be simplified ; 
there will be a global quota for all dollar sources of {£2 
million a year fob, an increase of about £1} million. The 
remaining controls on dollar imports of other industrial 
raw materials, semi-manufactures of metal, certain agri- 
cultural products mainly used in manufacture and certain 
chemicals, will go. Restrictions remain on imports of 
machinery, fuels, many food items and most manufactured 
goods. | 


* 
TRANSPORT CHARGES 


An Inept Announcement 


“HE Transport Commission has never had an easy task 
in developing good relations with its customers, the 
public; but the way the Commission has chosen to 
announce its latest increase in charges is a prime example 
of how not to conduct good public relations. Clearly the 
increases are justified—no one can deny that—and clearly 
the Commission had to wait until July 1st before it could 
Officially set in motion the new machinery for securing 
immediate increases in its maximum freight rates. But not 
one word of the imminence or size of these increases was 
mentioned last week during the Commission’s various state- 
ments about its latest annual report. The £127} million 
deficit now standing on its books has come almost entirely 
from procedural delays enforced on the Commission in the 
past before it could adjust its charges to further rises in 
costs. The special machinery of s.23 of the 1953 Act, 
which the Commission has now been able to invoke for the 
first time, was expressly designed to cut out these delays. 
What could have been better therefore for the Commission 
to have said as much last week, instead of waiting to greet 
its industrial customers, who are anyway apprehensive about 
the new freight charges scheme, with this unpleasant news 
on the very first day of the railways’ new freedom ? 
Higher charges will soon be or have recently been made 
known on most of the Commission’s activities. Since 
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railway freight rates were last raised in April, 1956 (when 
the increase was less than the Commission asked for), the 
Commission’s total working costs have risen by £40 million 
a year, including £30 million for British Railways, and more 
rail costs have been carried up to or beyond the maximum 
levels of freight charges laid down by the Tribunal last 
year. The 10 per cent increase in these maxima—the full 
amount possible under the special machinery—comes into 
force on August Ist and should allow the railways to charge 
the full cost of most of these more expensive traffics, 
Within one month the Tribunal must confirm or amend 
the Commission’s temporary increase, which will then 
become part of the statutory scheme of maximum charges, 
Strangely, however, the Commission does not say explicitly 
that it does not intend to raise all of its actual freight charges 
by 10 per cent. This intention can only be deduced from 
its statement as the increase in revenue it expects to get, 
about £15 million a year, is only just over half the increase 
that would be produced by an increase of 10 per cent in 
all freight traffics. 


COMMODITY AGREEMENTS 


A Queer Scheme for Rubber 


T the end of its meeting in Indonesia the International 
Rubber Study Group adopted a statement on price 
stabilisation that offended no one and committed no one. 
Given the apprehension of some countries about falling 
prices in the future, the group decided to continue at its 
next regular. meeting consideration of the need for possible 
action to reduce fluctuations in the natural rubber market. 
The French proposals for price stabilisation are, to put it 
mildly, far-fetched. It is suggested that when world pro- 
duction exceeds consumption by a certain amount consuming 
industries should be instructed to use more natural rubber 
and less synthetic rubber ; countries that produce synthetic, 
however, would not be required to cut production below 
their minimum home needs. When natural rubber was 
short, supplies would be rationed. A minimum and maxi- 
mum price would be fixed, related to the price of synthetic. 
If necessary, a buffer stock would be set up ; when the stock 
exceeded a certain figure, control over exports from pro- 
ducing countries would be introduced—and smuggling pre- 
sumably stopped by some effective means that has not been 
disclosed. 

While some of the French overseas territories produce 
natural rubber, France’s initiative in tabling these proposals 
is probably best regarded as a gesture of help to the under- 
developed countries. It is a gesture that costs the French 
government nothing ; the cost of such a scheme to France 
would fall on industry. Among the producing countries 
Indonesia and Ceylon are broadly in favour of the proposals. 
It is believed that Malaya is privately sceptical, but it diplo- 
matically supported the suggestion of further consideration. 
The United States and most other consuming countries are 
opposed to the proposals. After the subject has been dis- 
cussed again it is to be hoped that France and other countries 
will realise how impracticable they are. 

Nor, surely, is this the time for stabilisation measures. 
The study group forecast world production of natural rubber 
this year at about 1.88 million tons and consumption at just 
over 1.9 million tons ; production of synthetic rubber in 
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member countries is forecast at about 1.28 million and 
consumption at about 1.26 million tons. While such fore- 
casts are apt to go awry, few will quarrel with the indication 
that supplies and consumption may roughly balance. In 
the future, as now, there is likely to be too little 
natural rubber rather than too much. The extent to 
which the natural rubber growers share in an expanding 
world demand for all rubber depends on how quickly 


they can increase production. Stabilisation proposals are 
irrelevant. 


Grumbles About Sugar 


O international commodity agreement can conjure up 
N supplies that do not exist. Japan apparently requires 
proof of that. At the meeting of the International Sugar 
Council in London this week Japan expressed concern at 
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the high price of raw sugar and was not satisfied that the 
council had done all it could to increase supplies to the 
“ free ” world market. Nor was it comforted by the view of 
the statistical committee, which after raising its estimate of 
free world requirements in 1957 by 590,000 metric tons to 
6,240,000 tons, expressed the view that “taking the year 
as a whole, supplies will continue to be ample to meet 
requirements.” Japan’s concern is understandable. It is 
a large buyer of sugar in the free market. It has seen the 
council prop up prices in times of surplus, but now that 
sugar is short prices have gone through the roof. The current 
price of 6.10 cents a lb is nearly three cents higher than a 
year ago, and over two cents higher than the intended 
maximum of four cents a !b. The council has done what it 
can: all controls over exports and stocks have long been 
removed. But it gracefully agreed to set up a committee to 


consider the matter and make such recommendations as it 
thinks fit. 








Atomic Power for 


_ deserves full credit for 
making the first major attempt to 
explain atomic energy in all its funda- 
mentals to a lay public, an oppor- 
tunity that countries pioneering atomic 
developments have not effectively 
seized. The City of Amsterdam spent 
four years and £650,000 in preparing 
its exhibition Het Atoom, opened last 
week-end ; many Dutch companies 
have contributed their skilled techni- 
cians and atomic authorities in other 
countries have sent models. 

The finished exhibition is spectacu- 
lar and entertaining. The Dutch con- 
tribution has brilliantly caught the 
public imagination by big models of 
atoms through which visitors walk, 
passing down an orbit of electrons and 
beneath a minute atomic nucleus 
hovering above their heads. By 
plunging the halls in darkness and 
using flashing blue lights for electrons, 
and green and red for nuclear particles, 
the designers of this ingenious model 
have ensured that the basic facts about 
atoms and fission are indelibly printed 
in the mind of every visitor. 

They are less likely to emerge with 
a comparably firm grasp of the way 
atomic reactors work. Most of these 
models have been provided by foreign 
countries—Britain, France and _ the 
United States, Of their kind, each is 
excellent ; but none of them makes any 
new scientific points to hold the atten- 
tion of the specialist and it is question- 
able whether they have enough panache 
to excite the layman who has many 
attractive toys to play with, including 
apparatus where he can hear atoms 
splitting. 








the Netherlands 


= impact of this display on the 
Dutch public is of great import- 
ance, for Holland is about to embark 
on a large-scale atomic power pro- 
gramme for which all the plants will 
have to be brought from abroad. It 
will be a long time before the Dutch 
can build their own atomic power sta- 
tions, not entirely because their re- 
search lags behind that of other 
countries but also because they have 
chosen to devote their limited re- 
sources to a particularly complicated 
type of reactor, the homogeneous 
breeder. The Dutch argue that it 
would be pointless to waste time on 
conventional reactors of a kind already 
far advanced in other countries. They 
have succeeded so far in building a 
small research model. 

These experiments have considerable 
technical interest, but they cannot give 
the Dutch a power producing system 
for years. But electricity consumption 
in Holland is rising at between 5 and 
Io per cent a year. Coal output has 
been declining gradually since 1952 
and the deficiency made good by 
steadily increasing imports from the 
United States. Here is the perfect 
economic environment for an atomic 
power programme. The path is even 
smoothed by the fact that Holland is 
linked with the European electricity 
grid running through Germany and 
Switzerland, so that the relatively small 
size of the country does not neces- 
sarily limit the size of its power sta- 
tions. A 400,000 kW installation is at 
present under construction near 
Amsterdam. 

A draft atomic energy plan was due 


to be submitted to the government this 
week, and figures that have been dis- 
cussed in Amsterdam suggest that it 
is, in its way, almost as ambitious as 
that planned for Britain. Electricity 
production in Holland last year ex- 
ceeded 12,000 million kilowatt hours, 
a substantial increase on the year 
before ; to meet future growth it is 
thought, the country needs rather more 
than 1 million kilowatts of atomic 
generating capacity, perhaps as much 
as 1} million kW, or the equivalent of 
three or four large power stations, 
with the first operating in about 1961. 

How fast the Dutch would like to 
bring this atomic capacity into com- 
mission is not clear, but since the 
investment is seen as part of the total 
Euratom scheme for 15 million kW 
by 1967, it would probably be intended 
for completion within the next ten 
years. In practice it may take a great 
deal longer. No country that decides 
today to build an atomic power sta- 
tion could expect to find a site, order 
a plant and have the complete station 
at work by 1961. But the timetable 
is not a material threat to the Dutch 
plan. The real element of doubt is 
whether Holland can make it pay. 
Accordingly to how optimistically one 
views the capital costs of atomic instal- 
lations, the investment could amount 
to anything between {100 and £180 
million—which is a lot of money for 
a small country to spend on three or 
four power stations. But even if the 
final plan should prove to be more 
modest, the Dutch are likely to invite 
foreign tenders very shortly for their 
first atomic power station. It will be 
an important contract—the first occa- 
sion on which a highly industrialised 
country is to proceed with a long-term 
atomic power programme entirely on 
the basis of foreign plant. 
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TAKE-OVER BIDS 
——— ee 


Mr Fraser and John Barker 


HE secret of the buying that carried the £1 shares of 
John Barker up during the last three weeks from under 
7os. to 109s. on Monday has come out. The bidder who 
would like to take over the Kensington store with its sub- 
sidiaries Derry and Toms and Pontings is the House of 
Fraser, and the bid that Mr Hugh Fraser makes is four “ A” 
shares in House of Fraser plus ros. cash, the equivalent at 
the current price of House of Fraser “ A” of about 115s. for 
each John Barker share. After an unexplained delay the 
board of John Barker has advised acceptance. It should, 
on the face of it, be readily obtained. John Barker £1 shares 
have not in recent years stood anywhere near 116s ; they 
touched 97s. 3d. in 1954. Earnings have not been markedly 
buoyant and the 22} per cent dividend was last year covered 
by earnings (after profits tax adjustment) equal to a little 
over 27 per cent. There is an income advantage too. 
Excluding the 10s. cash payment, the assumed 35 per cent 
dividend on four House of Fraser 5s. “ A” shares is greater 
than 22} per cent on one £1 share in John Barker. 

Yet John Barker advanced no further and there was profit- 
taking when the bid was announced. Investors seem to have 
entertained doubts on three scores. There was some doubt 
whether the institutions that are fair sized holders of John 
Barker would like the restriction of voting rights that they 
will suffer by accepting House of Fraser “A” shares. Mr 
Fraser has attempted to meet that objection by pointing 
out that “ A” shareholders in his company could attend all 
meetings and voice their opinions. Secondly there were 
hopes, which must by now have dwindled, of a second bid. 
Thirdly there is the doubt about the price that House of 
Fraser “A” (yielding £6 12s. 9d. at 26s. 43d.) are likely 


STORE SHARE MOVEMENTS 
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William Whiteley .......... 25 - 25 - 24 6 
to command if the new holders decide to sell. That is a 


real risk for some of the staid investors that were happy 
to travel with Mr Bowen in the John Barker business may 
be more frightened of the volatile Mr Fraser’s scrip. But 
while Mr Fraser wishes his empire to grow, as he clearly 
does, he would not be happy if the currency with which he 
buys it—his “ A” shares—were to fall far. 

For the type of operator who has done well in John Barker 
in the last few weeks the time for profit-taking has probably 
arrived. Such investors are not concerned with the com- 
pany that has been bid for but with the one that will be the 
subject of the next bid. That is why the announcement of 
Mr Fraser’s bid brought not only a fall in John Barker shares 
but also a sharp rise in some other store shares. Among 
the shares that were fancied, A. W. Gamage has risen more 
than ros, this week. That the Gamage business might be 
for sale or that any of the take over specialists should be 
anxious to buy it is the merest guesswork. Maple aiso rose 
7s. 3d. That company has a most useful and extensive 
site which could be developed, and Mr Wolfson is believed 
to have a property in the vicinity. One store company 
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might need a new future when Sir Harold Gillet has finished 
straightening its affairs ; this is William Whiteley, but as the 
table shows these shares were not in the scramble. 


OIL TANKERS 


No Joy for Tankers 


HE British Petroleum Company’s decision temporarily 
| to lay up nine of its fleet of oil tankers makes a 
somewhat incongruous postscript to the company’s 
announcement last week of its plans to build another 
1,150,000 deadweight tons of new tankers in addition to a 
like amount already under construction or on order. Single 
voyage freight rates are now lower than at any time during 
the past two years, and at that level few owners can make 
a profit, The demand for oil freight is usually lowest at 
this time of year, and independent owners are keeping their 
ships even in unprofitable operation in the hope that the 
usual seasonal improvement in tanker freights will occur in 
the autumn. But this hope rests on their ability to entice 
the major oil companies back into the charter market from 
which they withdrew after the Suez Canal was reopened. 
Some oil companies are apparently so well off for their own 
and chartered tonnage that they are offering to relet some of 
it. And if BP is already forced to lay up nine of its own 
tankers, the prospect of any early recovery in the oil com- 
panies’ demand for chartered tonnage is clearly remote. 


FINANCE BILL DEBATE 


A Concession on Gifts 


HE Committee Stage of the Finance Bill has moved 
quickly. The past week has seen its completion, 
including the consideration of the controversial clauses on 
Overseas trade corporations and on estate duty, though both 
will.be open to further discussion on the report stage. Time 
for reflection has increased the Opposition’s doubts about 
OTC’s and it repeatedly divided the House. Labour mem- 
bers dislike what they regard as the creation of a privileged 
class of taxpayer, they object to the inclusion of exporting 
businesses, they are sceptical of the estimates of the cost 
of the concession and they find support for arguments of 
administrative difficulty and potential evasion in the evidence 
given by the Inland Revenue to the Royal Commission. 
The Treasury spokesmen stood firm. They refused to 
withdraw the profits tax exemption and they were confident 
that the practical benefits would outweigh the objections on 
principle. Such amendments as have been accepted or 
promised, favour the taxpayer. No company is to be forced 
to become an OTC (although it will not be possible to hop 
in and out of the OTC club at will). Companies producing 
commodities will be allowed to sell the products of other 
concerns as well as their own through a recognised broker. 
Most important of all, British companies that are not OTC’s, 
but which receive dividends from OTC’s, are to be enabled 
to obtain credit against their profits tax for such overseas 
tax as has not already been absorbed by the income tax on 
the dividends. On the other hand the Government has 
stood firmly by its complex network of safeguards against 
avoidance and evasion. It is concerned to contradict Mr 


Gordon Walker’s contention that the clauses add lush, fresh 
fields of tax avoidance to the fiscal system. 
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Whether the estate duty provisions designed to stop the 
disappearing trick are or are not retrospective has also been 
fully debated in public. Mr Thorneycroft neatly provided 
the wisdom of Solomon. They are not strictly retrospective, 
but they amount to changing the rules halfway through the 
game. Innocent beneficiaries, he agreed, might be preju- 
diced ; and, deciding to be ‘generous, he promised that where 

‘a recipient had parted with his gift before the publication 
of the Bill, he should have the option of being treated 
under the old law or the new. 


Building Societies Plea 


ERHAPS the most forceful revolt against the Treasury 
was on the plea of the building societies to be exempted 
or at least appreciably relieved from the burden of profits 
tax. Spokesmen for the societies sprang up from both sides 
of the House and were far from satisfied by the negative 
reply of the Economic Secretary to the Treasury. The Chan- 
cellor, hurriedly brought in, managed to avoid giving a firm 
commitment but promised to review the matter before the 
report stage. The profits tax that the societies now pay has 
indeed little relevance either in its rate or its method of 
assessment to profits tax as levied on companies. It is a 
sort of 2 per cent turnover tax on income less expenses of 
management with neither share interest, deposit interest, 
nor the income tax that the societies pay at the composite 
rate on behalf of their members counted as expenses of 
management, 

The case argued for relief is twofold. First the societies 
hold that the present tax is a historical anachronism spring- 
ing from a patriotic gesture that the societies made when 
National Defence Contribution first introduced and is levied 
under a hurried formula intended to raise about £400,000 
a year. As now amended the tax has been described by the 
Royal Commission as “ lacking in dignity.” Even worse, it 
now raises about £24 million a year from the societies. They 


argue that it has been one of the contributory factors in _ 


running down the average reserve ratio from 6.3 “per 
cent in 1946 to 4.5 per cent last year. For example the 
amount of retained surplus needed last year to maintain, but 
not increase, reserve ratios was (according to the calculations 
of the Building Societies Gazette) 8s. per {100 of assets. 
Profits tax absorbed 2s. per cent and reserves actually 
received only 5s. 6d. per cent. The clear implication 
is that if the tax is not relieved the margin between 
borrowing rates and lending rates will eventually have to 
be widened. 

The societies have asked for complete exemption. They 
naturally do not know what Mr Thorneycroft’s review will 
grant them but they imagine that the result may be in line 
with the Royal Commission’s proposal that only the retained 
profit should be taxed. If both share and deposit interest 


were allowed as deductions and if (as the societies will ask) © 


the composite rate of tax that they pay on behalf of their 
members were also regarded as an expense of trading, the 
societies would have little argument against paying the 
company rate of undistributed profits tax (that is 3 per 
cent against the present 2 per cent) on the residue. That 
would relieve the societies substantially—more so than by 
the £14 million quoted by Mr Fisher in the debate. For 
the Woolwich Equitable society the relief has been 
calculated at 80 per cent of the present tax liability ; 
for the movement as a whole 75 per cent might be a 
reasonable guess. 
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IMF CALLED IN 


Denmark Seeks Assistance 


HE International Monetary Fund’s boom year has been 
T further activated by an agreement whereby Denmark 
will draw $34 million from the Fund. Denmark drew $3.4 
million from the IMF in 1947 and a further $6.8 million in 
1948, but these drawings were repaid in 1955, leaving its 
account clear. The Danish quota with the IMF is $68 
million, so that one half of it has been taken in one operation 
—yet another instance of the IMF bending its normal rule 
not to allow its holding of a member’s currency to increas: 
by more than 25 per cent of its quota during any period of 
twelve months. 

The Danes could plead a case of some urgency and also 
valiant fiscal efforts to remedy the temporary disequilibrium 
in their balance of payments. The foreign currency assets 
of the National Bank have fallen from the equivalent of $111 
million at the beginning of 1956 to under $80 million, while 
the foreign currency liabilities of the central bank have risen 
over the same period from the equivalent of $130 million 
to nearly $140 million. The gold reserve has remained un- 
touched, but it is not impressively large at $31 million. The 
drawing from the IMF will give the authorities more room 
for manceuvre and more time to allow the measures taken 
last May in curtailing consumption and cutting Government 
expenditure to make their impact on the balance of pay- 
ments. It may also benefit from the fact that subsidised 
British eggs are no longer making omelettes all over 
Denmark’s traditional European markets. 


AUTOMATION 


Managers and Computers 


OME credit or blame for the launching of the word 
S “automation ” upon the British public must be passed 
to the Institution of Production Engineers, whose conference 
two years ago did perhaps more to popularise this term 
than any other single propaganda operation. This year, 
regaining a somewhat steadier grasp upon the theme, the 
institution concerned itself with “ Automatic Production” 
—Change and Control—reflecting the fact that automation 
has largely bypassed the stage of definition and _intelli- 
gent theoretical discussion and come down to cases. At 
Harrogate this week the institution’s conference devoted 
itself more with such hard facts as can be assembled con- 
cerning automatic production than with its mistier “ implica- 
tions for the future.” Speakers were concerned with such 
matters as making the production of beds, boats, and bear- 
ing tube more automatic—which occasionally has had some- 


‘what unexpected results. 


Lord Halsbury, this year’s president of the institution, 
was as usual looking somewhat beyond the limits of today ; 
in his other role as managing director of the National 
Research Development Corporation, that is his business. He 
considered the future of industrial administration, contrast- 
ing the intuitive intelligence occasionally found there 
(taking “intuitive” as meaning “unable to explain its 
insights verbally”) with the “ rationalist” approach that 
follows and systematises. It is the rationalist analysis of 
production problems that can be strengthened, transformed, 





THE ECONOMIST JULY 6, 1957 


oer eo oe ee ee ee we oe ee wn ee ow oe oe ew eee ee 
oo 
7 


"Khe play’s the thing... 


‘THE GIOCONDA SMILE’’ was a satisfying but very considerable 
dual responsibility. Television directors are not always credited with 
the realisation that they hold the reputation of famous writers and 
actors in their hands. So it was a very happy moment when I 
learned that the public had shared my enthusiasm for the author— 
Aldous Huxley —and its star Clive Brook. 


CYRIL BUTCHER (DIRECTOR) 


Did you know that Associated-Rediffusion had produced over 60 per cent of 
the plays that have appeared on ITV? 

Associated-Rediffusion have proved that popularity can be gained while main- 
taining high standards. Over half their contributions to the series PLAY OF 
THE WEEK and TELEVISION PLAYHOUSE have achieved an audience of over 50% 
of the people who are able to see ITV: and these are plays well worthy of the 
fine traditions of the English stage. 
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‘*THE GIOCONDA SMILE” 


a drama that tells of a 
supreme egoist who finds a" \ 
truer meaning of life when he 
is condemned for the murder 

of his wife, presented on all 
Channels by Associated- 
Rediffusion. CLIVE BROOK 
starred with YVONNE 
MITCHELL, ROBERT HARRIS 
and JUNE THORBURN, 


ASSOCIATED-REDIFFUSION Monday to Friday in the London area, 


Advertisers gain a great deal when Associated-Rediffusion is on their advertising schedule. 
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the Automotive industry 


With the specialist knowledge of so many famous companies 
integrated within the concept and compass of the Birfield Group, 

it is hardly surprising that each newly announced automotive 

project inevitably features Birfield products in its specification. 
Propeller-shafts by Hardy Spicer; Laycock de Normanville Overdrive; 
Salisbury Hypoid axles; connecting-rod and other forgings by 
Forgings and Presswork . . . Filters and Strainers by Intermit Ltd... 
these are but a few of the automotive products of 

Birfield Group experience and resources which, separately or 
collectively, enhance the performance of almost every British car 


currently in production. 
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WHIM BIRFIELD 


GROUP 


BIRFIELD TOOLS & DESIGNS LTD - BIRLITE BATTERIES LTD 
BOUND BROOK BEARINGS LTD - COX ATMOS PRODUCTS LTD 
FORGINGS & PRESSWORK LTD - HARDY SPICER LTD 

T. B. FORD LTD - INTERMIT LTD + KENT ALLOYS LTD 

KOLENE (G.B.) LTD - G. K. LANCASTER (LONDON) LTD 
LAYCOCK ENGINEERING LTD - R. JONES & CO. LTD 

ODDY ENGINEERING LTD - THE PHOSPHOR BRONZE CO. LTD 


SALISBURY TRANSMISSION LTD + THE VACUUM BRAKE CO, LTD 
UNIPOWER RZEPPA LTD 


BIRFIELD INDUSTRIES LIMITED © STRATFORD HOUSE e LONDON oe 
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and partly replaced by the techniques of “ industrial mathe- 
matics ” and the tool of the digital computer. This backing 
of rationalisation by calculation can indeed narrow the room 
within which intuition (alias talent or judgment ?) can 
operate. 

There are certainly a number of kinds of problem in 
industry—machine loading is one—which are ordinarily 
solved by high or low grade intuition, that could certainly 
be done more economically by the computer (assuming that 
management restricts the diversity of “ significant variables ” 
that it thinks ought to be taken into account to the number 
a computer can handle, as some seekers after absolute truth 
do not). The computer, again, ought to be able to mop 
up muddle, if one sets it to pass on to management only 
those variations in production statistics that really matter. 
However, Lord Halsbury thought that the intuitionist might 
still be required to “ push on into the new unknown ”— 
leaving such “straightforward calculations in econo- 
metrics” as “maximising wages distributable over a 
period” to the computer. 


New Methods Keep Up With Old 


NTIL the last war, practically all the thickwalled steel 

tubing used to make ball and roller bearing “races” 
in Britain came from Sweden or the United States. After 
German domination of Europe cut off Swedish supplies— 
apart from a little desperate blockade-running—a British 
tube maker, Talbot Stead of Walsall, managed to produce 
satisfactory bearing tube on an existing mill. After the 
war, Tube Investments, its parent concern, considered 
building a modern bearing tube plant with a high rate of 
output, but did not fee] that the demand would be sufficient. 
But in 1950, when rearmament began, the group did decide 
to put in a new mill; and the Government provided the 
dollars for a continuous “ Assel” mill manufactured in the 
United States. The new mill started up in June, 1954 
(though the finishing end of the Tubes Ltd plant at Desford 
where it is installed has still not been completely adapted 
te it). Since the older mill used for making bearing 
“hollows ” is still in operation, the two provide a highly 
interesting direct comparison between more and less auto- 
matic production of roughly the same article: and PEP has 
produced an enlightening case study* of the change for the 
Institute of Production Engineers’ conference on “ Auto- 
matic Production Change and Control” at Harrogate next 
week. 

The new mill uses a rotary hearth furnace to heat the 
alloy steel billets from which it makes the tubes, and 
transfers these between the various items of plant, which 
have been made highly automatic, by controlled conveyors. 
Even so, its complexity requires more men, counting in 
supervision and maintenance, than the older “ pilgering ” 
mill—to produce a much greater volume of output. This 
is jobbing work—Tubes Ltd uses the greater precision of 
the Assel mill to offer each ball-bearing maker more specifi- 
cations than it did before—and one unexpected result of 
more mechanised operation is much more “ down time ” on 
the new machine, which is idle for no less than 40 per cent 
of operating time (30 per cent for changes of orders and 10 
per cent for breakdowns). The Assel Mill cost about £2 
million, roughly double what a new mill of the old type 
might have done (though the historical cost of the actual 


* In “ Three Case Studies in Automation,” PEP, 58 pages, 7s. 6d. 
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pilgering mill was as little as £45,000-£50,000). There 
is no direct comparison of the two mills’ output, though 
labour productivity is said to be 2} times as high on the 
new mill: nor are comparative costs given. Prices were 
not altered as a result of the change though customers 
received tube rolled to finer tolerances, and had therefore 
less to machine off. In operation, incidentally, the company 
soon found that experience set limits to the economic degree 
of “automation.” Several processes that were originally 
fully automatic had later to be put back under manual con- 
trol, mainly because of the variability inherent in certain 
qualities of the material. 


MINIMUM MOTORING 


An Even Smaller Fiat 


ARTICULARS announced this week by the Fiat company 
for its new “500” mark a further penetration into 
the field of “ minimum motoring ” by a major manufacturer. 
The accommodation offered is for two passengers in front, 
with a space behind the seats for luggage or for a passenger 
of modest size. The unladen weight is given as 470 kilos, 
or 9.1/3 cwt, compared with 585 kilos, or 113 cwt, for the 
Fiat 600. The engine is a vertical air-cooled 4-stroke twin 
of 500 cc, rather moderately rated to give 13 BHP at 
4,000 rpm. The price in the Italian market is 490,000 lire, 
or £282, against 640,000 lire, £368, for the 600. It is 
interesting to observe that the price of the smaller car is 
65.4d per lb against 68.7 for the larger ; and from this it 
might be deduced that the intended production programme 
of the newcomer is at least as great as that of the 600. 
Total Fiat production last year was 262,000 passenger 
cars, of which probably 150,000 consisted of the 600 
model, so that a major attack on new markets is clearly 
intended. 

The two vehicles with which the §00 is most closely com- 
parable are the German Goggomobil and the 2 cv Citroen. 
The Goggomobil (whose price in Germany is almost iden- 
tical with that of the Fiat 500 in Italy) offers accommodation 
that is slightly greater in a vehicle of total weight nearly 
200 Ib less. The engine is also a vertical air-cooled twin 
of 325 cc which is claimed to develop 17 BHP at 4,800 rpm. 
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The higher output of the Goggomobil’s smaller engine is 
partly attributable to the fact that it is a 2-stroke, but it must 
almost certainly mean that it is more highly stressed, and 
likely to be less long-lived, than the Fiat. The Goggomobil 
should have a slightly higher performance than the Fiat and 
probably similar fuel economy. The solution offered by the 
Citroen 2 cv is rather different. This car gives roomier 
accommodation for four persons than the Goggomobil, 
and a very comfortable ride ; but a much more. limited 
performance, with a maximum speed of 47 mph, against 
the 55 mph to be expected from the Goggomobil or 
the Fiat. 

With the great investment that Fiat is said to have made 
in manufacturing resources for the new car, there can be 
little doubt that it will achieve major success in the home 
market and, in due course, in other markets as well. The 
enlargement of car ownership in Italy is likely to be all 
for the good of the Italian economy. The chief sufferers 
are likely to be manufacturers of motor-scooters ; in that 
connection it is relevant to note that German home sales 
of two-wheelers are showing a very sharp reduction. 


COAL 


The Cost of Leisure 


LAIMS for a shorter working day in most industries 
ie nowadays mean simply that the trade unionists con- 
cerned would like to be paid at overtime rates for rather 
more of their output than they are today, and that if slacken- 
ing demand or more automatic production were to make 
economies in man-hours possible, fewer men would be able 
to be sacked. This is not true in the coal mines. The proposal 
of a seven-hour working day in mining, which would be 
equivalent to about six hours’ coal-getting by face workers, 
is an actual demand for more leisure and less work—though 
the miners are unlikely to accept any suggestion that this 
should cost them money. Shorter working shifts would 
means less output, unless the mines attracted more Britons 
or admitted more Hungarians. This week’s call for shorter 
hours from the annual conference of the National Union of 
Mineworkers, whenever it is conceded, must cut output or 
slow the growth of output. The National Coal Board has 
never been willing to say just how much of this expected 
reduction in working time it has taken account of in its 
forward planning for coal output. 

The first month’s experience of coal production in the 
changed circumstances that have removed the special incen- 
tive for the miners to work five shifts a week suggests that 
quite a number of men would rather have seven and a half 
hours’ leisure than an ordinary day’s pay. After the record 
figures of output that they have been returning recently, the 
miners produced only about 1545 million tons of coal in 
June, against 16} million tons in June, 1956. The different 
incidence of holidays, including Whitsun, during the current 
three months, tends to blur output comparisons between 
given months in different years ; nevertheless, the difference 
is rather striking after some months of record mining output. 
“Voluntary absenteeism ”—which is the industry’s name 
for staying away from work without bothering to find a half- 
adequate excuse—increased sharply after Whitsun, and 
has not returned to the level of a year ago. The mine- 
workers’ union are understandably concerned to reject the 
suggestion, first put forward in negotiations with the Coal 
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Board, that ending the attendance condition for the “ bonus 
shift” payment might cost up to four million tons of coal a 
year. But after this remarkable “ bull” spring for coal 
output, whatever they do lose through it is going to show 
tather obviously. 


SHORTER NOTES 

The Export Credits Guarantee Department has resumed 
cover on all forms of short term, extended term, and medium 
term credit business with Israel. Cover was restricted last 
November to letter of credit business. 


* * * 


Lord Rochdale is to become chairman of the Cotton 
Board, on a part-time basis, in succession to Sir Raymond 
Streat, who retires at the end of September. 


* * * 


The directors of Wiggins and Company (Hammersmith) 
have entered into a conditional agreement with a private 
company, Chrislea Industries, for the purchase of B. Sunley 
and Company. If the deal is approved the vendor will - 
receive a predominant ordinary interest in the reconstituted 
capital of Wiggins and Company. 


* * * 


Mufulira Copper Mines, all of whose £1 shares are 
privately held by Rhodesian Selection Trust, Risdesian 
Anglo-American and the British South Africa Company, is 
placing £7 million of 6} per cent debenture stock dated 
1967-82 at £98 per cent. The proceeds are to be used 
towards financing the company’s expansion scheme and 
the placing, which is subject to Treasury permission, has 
been arranged by Philip Hill Higginson and Co. and N. M. 
Rothschild and Sons. 


* * * 


On Monday the Rhodesian Selection Trust group cut 
its fixed price of copper by £10 to £220 a ton (cif UK) and 
the open market price in London fell further to £214 ros. 
a ton for cash metal. Later prices rallied on reports of a 
possible reduction in output in Chile, and cash copper 
closed on Thursday at £222 a ton. 


* * * 


Swan Hunter and Wigham Richardson is raising the 
interim ordinary dividend by 2 per cent to § per cent. The 
final payment last year was 11 per cent. The shares jumped 
Ios. 6d. to 80s. on the news. 


* * * 


The Government of India is reported to have rejected 
several of the recommendations of the report of the com- 
mission of inquiry into the tea industry. Recommendations 
rejected include the abolition of the managing agency system 
for India owned estates, and the limitations on the remunera- 
tion of high managerial staff. 
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COTTON RESULTS 


HE reports of three large cotton tex- 
T tile companies provide further 
examples of the changes that are being 
forced on Lancashire by external events, 
Mr P. L. Wright, chairman of the 
Bleachers’ Association, attributes the 
improvement in trade last year to 
the restoration of confidence in prices, the 
replenishment of stocks, the diminishing 
advantage enjoyed by Indian manufac- 
turers in the price of cotton, and finally 
to a fear of a hold-up in supplies owing 
to the’ Suez crisis. The reduction in 
capacity meant that the increased de- 
mand was translated into longer order 
books. Turnover was maintained but 
the inability either to absorb or recover 
substantial increases in costs bit a little 
further into profits ; prices were not 
raised until towards the end of the finan- 
cial year. Group profits in the year to 
March 31st fell from £1,510,847 to 
£1,388,247. Charges for repairs and 
maintenance fell from £622,157 to 
£577,158, while depreciation dropped 
from £163,208 to £149,243. After taxa- 
tion of £380,271, compared’ with 
£386,413, net profit declined slightly to 
£306,974 against £317,410. In both 
years dividends absorbed £215,904. 
Sequestrated property in Egypt and 
heavier taxes levied in India help to dim 
the prospect for the current year, which 
Mr Wright describes as “not wholly 
bright.” The ros. ordinary units at par 
yield 124 per cent on the unchanged 
dividend. 

Speaking for Fine Spinners, Mr. W. 
T. Winterbottom states that buying in 
the autumn raised order books “to a 
level at which activity for several 
months can be foreseen.” Though mar- 
gins were tight, trading profits rose 
sharply by £426,114 to £1,816,334 in 
the year to March 31st, and the net 
profit of the parent company was 
£49,301 higher at £443,308. The ordi- 
nary dividend of Io per cent was re- 
peated, costing £321,424. At 16s. 3d. xd. 
the £1 ordinary shares yield 12.3 per cent 

English Sewing Cotton, which closes 
its accounts on December 31st, reversed 
the experience of 1955; the United 
Kingdom companies improved their 
earnings while the American subsidiary 
suffered a decline (sales were maintained 
but margins fell). The increase of 
£442,466 in the profits of the English 
company more than offset the reduction 
of £124,326 in the profits of American 
Thread, and combined earnings went up 
from £2,704,494 to £3,022,634. Results 
from weaving were “ unsatisfactory ” 
although sales rose by 10 per cent. To 
obtain finance to re-equip and to develop 
new products the dividend has been held 
at 124 per cent, which requires only 
£287,500 out of net revenue of £764,831, 
against £699,076 in 1955. The £1 
ordinary stock at 27s. 6d. yields 9.1 per 
cent. All three companies are confident 
that they can meet the challenge of free 
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trade in Europe. In Mr Winter- 
bottom’s words, “ We have the technolo- 
gists, the management and the opera- 
tives.” 


ASSOCIATED BRITISH PICTURE 


SSOCIATED BRITISH PICTURE CORPORA- 
TION which closes its accounts on 
March 31st enjoyed a much better year. 
Trading profits were over half a million 
pounds higher at £2,599,481, against 
£2,024,948. To assess these preliminary 
figures shareholders have been given a 
preview of some points that the chair- 
man, Sir Philip Warter, will make in his 
annual statement. First, cinema profits 
were maintained at the previous year’s 
level only by increasing seat prices and 
by the most rigorous economies. 
Secondly, the profits of Associated 
British-Pathé show a marked increase. 
Thirdly, ABC Television contributed a 
satisfactory profit whereas in the pre- 
vious year an initial loss of around 
£100,000 had to be absorbed. 


In tfat setting and against the back- 
ground of a drop in cinema attendances 
the ABPC figures cannot be read as an 
augury of better results from the cinema 
industry as a whole. Clearly part at 
least of the improvement springs from 
the television side. Equally clearly 
there has been no easy money to be 
earned from the exhibiting side of the 
cinema industry. The group has done 
reasonably well though it has not re- 
gained its earning power of two years 
ago. Taxation was higher at £1,162,830, 
against £928,125 ; depreciation was also 
up at £569,746, against £451,710, but 
the net profit applicable to the parent 
company was £179,298 higher at 


£570,002. The total distribution for the - 


year is held at 20 per cent. 


METAL INDUSTRIES 


ETAL INDUSTRIES, the Glasgow firm 

of metal merchants and _ ship- 
breakers that has a substantial holding 
in British Oxygen, took its medicine, 
and had its row a year ago. Then the 
profit had been turned into a loss of 
over £500,000 and shareholders had no 
dividend ; Cooper Brothers the account- 
ants were reporting that “there were 
certain basic weaknesses in the carrying 
on of the group business.” Mr Stephen 
Hardie and two others were making 
their attempt to rejoin the company’s 
board. In the year ended March 31, 
1957, the sun shone again. The loss of 
half a million pounds has been turned 
into a profit of £1} million. Stock- 
holders have their dividend again and 
an extra payment to make up for last 
year’s miss. The stock rose 3s. to 


30s. 14d. on the results. And Mr Hardie 
is out of the picture. 

The final dividend of 6 per cent 
restores the annual rate to 9 per cent, 
stood before the 


at which level it 


troubles of 1955-56. The § per cent 
cash bonus is, the directors point out, 
not a “guide on which to base future 
dividend expectations.” It is offered in 
recognition of the fact that stockholders 
had to forgo their dividend in the pre- 
vious year. Even after that substantial 
distribution there is an unappropriated 
profit of £439,429 from the year’s trad- 
ing and £152,496 of provisions for the 


Years to Mar. 31 


1956 1957 
£ £ 

Consolidated earnings...DR. 544,923 1,551,506 
Exceptional stock profit. . Nil 75,853 
ENE LAtaveccaduoans CR.124,667 827,262 
GREE hc bactatccacuae DR. 417,561 800,097 
Ordinary dividends (and 

DO Néncavedddance Nil 246,675 
Unappropriated......... DR. 468,396 439,429 
Provision for losses not 

CGN Shida ccecaeees Nil 152,496 


losses of subsidiaries now released, so 
that £601,183 in all has been retained in 
the business. It will be recalled that 
last year one of the company’s subsi- 
diaries—Sentinel Shrewsbury—was sold 
to Rolls-Royce. The consolidated 
figures of the two years are therefore 
not strictly comparable, the Sentinel 
figures being included in the consoli- 
dated loss of 1955-56. 


APV COMPANY 


T= APV Company is not one of the 
giants of industry ; it is a medium- 
sized specialist engineering business 
with total assets of around £7 million. 
Its products have a high reputation with 
the dairy and brewing industries and it 
entertains high hopes of an increasing 
volume of work in the atomic field. For 
1956 shareholders who have had a steady 
10 per cent for four years get no divi- 
dend. Their chairman, Mr Richard 
Seligman, warns them to adopt a cau- 
tious attitude about the current year 
too, but hopes for a marked improve- 
ment in 1958. The troubles into which 
APV has run have their roots largely 
in its own past success. They are suffi- 
ciently typical of what is happening to 
be worth recording. 

The company’s products sell largely 
on their high reputation, about 60 per 
cent of them going for export. For years 
the group was unable to deliver as much 
or as fast as its customers wanted. When 
the opportunity occurred of building up 
stocks the temptation proved irresistible. 
The credit squeeze caught those stocks 
and the preoccupation last year was to 
write them down to the lowest figure 
that the tax authorities would tolerate. 
A sum of £262,212 net has been used to 
write down group stocks and it is 
obvious that had it not been for the 
fortunate occurrence of (£211,909 
profit from the sale of the group’s 
Wandsworth factory following its long 
planned concentration at Crawley, APV 
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would have been in a tight corner, not- 
withstanding that the group’s net profit 
before tax and before bringing in these 
special adjustments, shows only a 
moderate fall at £234,817 against 
£270,183. The tos. shares fell 6d. to 
7s. 6d. after the announcement. 


CITY OF LONDON REAL 
PROPERTY 


LARGE slice of the rebuilding of the 

bombed areas of the City fell to 
City of London Real Property Com- 
pany. The balance sheet at April 12th 
and Mr Edmund Howard’s speech at 
the meeting this week show the state of 
the company with this task almost 
finished. The group’s present resources 
had been fully absorbed with a bank 
loan of £92,216, against nil and cash at 
a mere £5,520, against £363,912. Mr 
Howard adds that the remaining rebuild- 
ing—Fountain House and — minor 
developments of Hart Street and East 
Smithfield—should be completed this 
year. As antiquated buildings and des- 
troyed ones are converted into modern 
offices the outlook for shareholders 
ought to be bright. The company has 
little to expect from the Rent Act since 
its properties are mainly not residential 
and not controlled, but the rent roll 
should rise steadily as the new offices are 
occupied. 


Last year indeed gross rents and ser- 
vice charges rose by £163,040 to 
£2,110,000. Costs have also risen but 
the net rents at £1,509,909 were £136,174 
up. Income tax and profits tax how- 
ever absorbed £104,929 of the increase 
and the ordinary dividend did not 
benefit; the total ordinary payment 
being reduced from 9} per cent to 9 
per cent. The company divided up to 
the hilt to pay 9} per cent in 1956 and 
again well up to the hilt to pay 9 per 
cent this year. A policy of full distri- 
bution is quite justified when the rent 
roll is certain to go on rising. Moreover 
shareholders have not done too badly. 
They received a 50 per cent free issue 
in preference shares in September, 1955. 
If those shares were retained the total 
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dividend on the holding has risen from 
10 per cent in 1955 to the equivalent of 
Io¢ per cent in 1956 and 11} per cent 
this year. At 33s. 6d. the £1 stock now 
yields 5% per cent. 


Nevertheless there are disappoint- 
ments. One is that the 20 per cent 
reduction in assessments granted to 
commercial properties under the 1957 
Valuation Act has been more than offset 
by the increase in the amount of rates 
levied by the City Corporation, The 
company’s rate payments for the year 
to end in April next will actually show 
an increase of about 11} per cent. 
Secondly Mr Howard is troubled about 
the continuing rise in building costs. 
For certain buildings the cost of steel 
framing is almost double that of rein- 
forced concrete. In the face of those 
discouragements will City of London 
Real Property continue rebuilding when 
its basic programme is finished? It 
must not be assumed that CLRP’s hopes 
are still pinned to the City of London. 
Shareholders have agreed to the crea- 
tion of £6 million additional £1 shares 
to cover “ possible future opportunities 
of expansion.” Those opportunities 
Mr Howard may _ seek _ elsewhere 
either by amalgamation or by building 
plans further afield. Canada is a 
possibility. 


PATONS AND BALDWINS 


F IRMNESS of wool’ prices and brisk 
business in the woollen mills is 
showing itself in the dividends and profit 
statements that come from the industry. 
Patons and Baldwins, drawing up its 
accounts on April 27th, reports a net 
profit of 1,768,182 compared with 
£1,198,332 after charging depreciation of 
£591,632 against £533,403, taxation of 
£2,155,822, against £1,422,155 and em- 
ployees bonus of £236,814, against 
£190,577. The ordinary dividend 
has been raised by 2} per cent to 15 
per cent, increasing the cost of dividend 
distributions from £499,140 to £575,007. 
On this dividend the £1 ordinary shares 
standing at 37s. 13d. yield 8.1 per cent. 
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London Stock Exchange 


FIRST DEALINGS: 
LAST DEALINGS: 
ACCOUNT DAY: 


June 19 July 3° July 17 
July 2 July 16 Aug. 6 
July 9 July 23 Aug. 13 


OVERNMENT securities suffered an- 

other sharp reverse on Wednesday 
which carried prices below the previous 
lowest levels. The Financial Times index 
dropped to 82.09, which is the lowest 
point it recorded since the index started 
in 1926. Short-dated stocks were firm but 
the irredeemables were up to 3? lower. 
Losses of 3 to 64 were suffered by both 
3 per cent Gas 1990-95 and 3 per cent 
Transport 1978-88. Dominion and cor- 
poration loans fell in sympathy. 

Industrial shares, which marked time 
up to the close of the old account on 
Tuesday, responded to a wider demand 
at the start of the new account, The 
Economist indicator registering a gain 
of 1.5 to 223.7 in the week to Wednes- 
day. The speculative purchases of store 
shares, following the bid for John Barker, 
brought small gains to the leading store 
groups, and fresh peaks were estab- 
lished. THe disappointing results of 
companies engaged in atomic develop- 
ment caused losses in electric shares ; 
falls of 1s. 6d. to 61s. 9d. occurred in 
AEI and 1s. 9d. to §4s. in GEC. Decca 
Record rose 2s. 3d. to 30s. 3d. and EMI 
3s. 6d. to 35s. 3d. on the growth of 
record sales. Sweet shares were bought 
following the official statement on the 
effects of smoking, but tobacco stocks 
recovered from their lowest points ; 
BAT recovered a loss of 2s. to close on 
Wednesday almost unchanged on 
balance at 37s. 10$d. Whitehead Iron 
fell 2s. 6d. to 56s. 6d. on the poor 
results, and London and Overseas 
Freighters lost 2s. to 38s. on fears of a 
surplus of tanker capacity. 

Oil stocks improved on Wednesday, 
Ultramar advancing to 101s. rd. 
Kaffirs were supported, and Anglo- 
American gained ris. 6d. to 131s, 3d. 
After earlier losses a rally in copper 
shares raised Bancroft 1s. 9d. on balance 
to £37s.9d. Both tins and rubbers made 
gains in the new account. 


THE ACTUARIES INVESTMENT INDEX STOCK EXCHANGE INDICATORS 
Price Indices ““The Economist” Indicator 


Average Yields 
(Dec. 29. 1950= 100) 


(per cent) | | 

: is =a 1957 ~=Indicator*} Yield % 1957 

| May | June | June | May | June 
| 


| 1956 


Group 


8, 25, 26, 28, 25, ; 
1957 | 1957 | 1956 | 1957 | 1957 J : 5:1 Low 
Ordinary Shares :— : ; 223-7 190-5 
Electrical engineering... . 154-4 | 156-0 (July 3) | (Jan. 2) 
Engineering ............ | 186-2 | 183-8 
Motors and aircraft 176-5 | 177-8 
CR PONNES::. ..ccnanebs 345-0 | 371-0 
Cotton textiles. ......6si00 | 111-5 | 105-7 
Chemicals 202-6 | 194-0 
402-0 | 413-8 
| 217-3 | 215-6 
279-8 | 284-2 


210-4 


170-0 
(Jan. 4) | (Nov. 28) 


Ord. Ord. 
Indext 


Fixed 


1957 Yield | Int.t 


Shipping 
Investment trusts....... 


ADPPOLAO 
POR HOWOLL 
PAIL LHLOWANILPL 


High 


203-6 
(Jan. 3) 


Industrials :-— 
Ordinary (all classes) .... | 
PUGIOPOMOS oon vs cisscees 
SPUN ai: ses oisiwere 
Total (capital goods) ...... 


Total (consumption goods) . | 


Consols 24% 


89-65 207-4 


(May 17) 


June 26 | ° ° 
ee . . 89-77 
. 89-80 
89-74 . Low Low 


89-61 
89-24 | 5: 


¢ July 1, 1935=100. 


178-9 161-5 
(Jan. 1) | (Nov. 29) 


t 1928=100. 


PN Onn 
PO THO 
PH THON 


Bases :—* 1953=100. 
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a r. Transport 3% 1978-88) 64 64 | 313 8/5 8 21) 38/- | 32/6 3a\ 5OP& 0 Defd..- aad {1| 33/- | 33/3 |416 3 

; | EOUS 
ts ; 50/- | 38/3 3 a| 6 bjAssoc. Port. Cem...{1) 48/3 | 49/3 |313 0 
on , = 18/6 20 a| 124b|/Beecham Group...5/-| 24/9. | 25/6 |6 7 5 

on Prices, 1957 | DOMINION, | Price, | Price, | Yield, a ae | 4ta| ; oe he alla All ae |ote ita s 
rs aoe _| CORPORATION AND _|June26, July 3,| July 3, | 46/43 | 35/103] 120 | $5QalB, Amer Tok, i607] 88-43] Se/404l @ 17 10 
ae High | Low | _FOREIGN BONDS — 1951 1957 1957 | 24/9 | 17/4} | Thal iy a, or 78 2a bar" Sy 7. 
aan a <== — ——— ia |e | a| 6 b|Br. Oxygen ....... {1| 37/9 | 39/- |5 2 8 
as 81} | 754 |Australia 34% 1965-69 ............ m | wee] 6 2 31 S714 | $57$ | 64:5) 3 aiCanadian Pacific. .$25) $67§* | $674 | 417 6 

91} | 90} |Fed. Rhod. & Nyas. 5% 1975-80... 90f | 5 15 61) 22/104 15/6 || 2ka}_ 7140/Dunlop Rubber..10/-| 21/9 | 21/- | 4 15 3 
754 | 69} |S. Rhodesia 24% 1965-70.......... gop | est |S 19 SI ee |e SS Seow ont... A | ee Le 
fay, 874 | 804 |N. Zealand 4% 1976-78............ Sih | 905 | 512 Gilence” loca, les-thles Pe tne ooo £1) 38/6 | 39/5 [10 14 0 
1d 105} | 100¢ |L.C.C. 54% 1977-81.........+..0-- 100$ | 100} |5 9 le $191, |$3-75c\$3-75c\Int'l. Nickel... n.p.v./$202, $198 | 3 7 8 

ou | ast \Aarlc: Mectenes 69% 1960-00 ..2-7 89 | 88i | 816 o1| 20/2 | 30/9 5b} hall. Laces (nda)... £3 34/3 | 35/3 14 5 3 
glo- 69} | 59}. (Met. Water Board *B’ 3% 1934-2003, 60 | 59¢ | 810 o1| 19/3 | 12/43 | G8a| 15f,0/Monsanto Chem. . -5/-| 18/74 | 18/-, | 3.15 Of 
3d. 79} 721 \German 7% 1924 (Br. Enfaced 5%)..| 754 |- 764 a ay 15/103 ¥ G 5 ajRanks......cec. 10/-| 16/9 | 16/9* |}519 5 

yper 169} | 164 |Japan 5% 1907 (Enfaced)..........| 165 | 165 a 16 | 44/- | 10 b|A. E. Reed........ f1| 44/6" | 45/6 |7 0 8 
»p 169) | 164 __ Japan 5% 1907 (Enfaced).---------| 165} 165) 15/103) 13/7} | 20 ‘| 224c\Sears Hidgs. “A”... .8/-| 15/6 | 15/103 7 211 
nce 10/3 60/44 12 dl 4jalTate & Lyle.......£1| 66/- | 65/44|5 1 0 
ial , le | Tube I / %6/- | 
Prices, 1957 Last Two ORDINARY Price, Price, Yield 1144/3 106/44 2240) 54 Samat a Weal. a 192/- haa, 3 3 16 3 
mab 7 Dividends STOCKS [June 26,| July 3,| July 3 14/6 | 72/- | 6 a 11}5|Unilever ROR cen £1)111/6 /112/- | a as 
—| (a) () (0) 1957 1957 1957” 44/- 31/- |. t4ha) $10 b|United Molasses .10/-| 38/- 38/- 6 9 8 
High Low has Mines, Etc. 
anes wis it nk aca ar a i ie ones = /- (115/- 20 a| 50 bAnglo- American .10/-|120/- |131/3 5 6 8 
% % Banks & DISCOUNT - - 
30/9 19/6 : a 7 Bk. ln, &S,Amer 30/6 29/9 és 1 % 113/14 92/6 | ile 120 scone. Tee & Lande £1) 25/- 111/103) 8 18 3 
be a arclays Bank..... /6 | 42/3 |513 7 | 26/3 | 19/9 we 5 a\Doornfontei 10/-| 20/9* | 21/14 
35/3 | 29/3 4 6| 4 alBarclays D.C.O. ...£1| 31/6 | 33/- | 417 0 | 12/103) 10 3 eet le | an @ 
w0/- | 34/6 | Tal T40lCharteted Bank. ..-41| 37/- | 38/— |11t | 1sm'| low | 112 S See “al tog | YO a2 a 8 
B13 | 457 a 7 dlLloyds Bank noe od 4576 | 46— |5 45 tel 5677 $a 11236) 25 ajNchanga Cons. ....f1) 102 | 10}§ /12 11 5n 
a3 | 45/- | «| 7 Bloyds Bank ......£11 45/6 | 46/- | 5 15 Ie) 55/ T4 | 45/- | 40 b| 50 a\President Brand .-5/-| 51/6 | 53/3 |8 5 1 
a a 5 b 5 aiNat. Discount pt 33/6 33/- 6 i 7 59 6 | 467. ioe 30" United Sus Betong 1 56/9 | 58/3 \, 11 10 
jal 6} Union Discount. -+ fH 44/6 | 44/6 | 512 4] 77/6 | 58/12 | | 40 6, 40 a|Western Holdings 5/-| 68/14 | | 13/9 15 8 6 
0/- | 78/- | 30a\ 4346\Commercial Union 5/-| 78/- | 78/9 | 4 , 
1/6 1180 /- 12a SUA? Legal & General 3/1563 138/3 i 2 1 New York Closing Pri 
a CAT a cccccccccces or 
39} (7125 1 ned i oo ae cnwan Ail 40 403 423 4 5 5 r ee eo = 
| | | | | 
124/- |106/- | 33 | 10 diliee ccscccee ail 11123/6* |124/- M76 | 3. M06 | 3 36 | iy 
95/4) ass £1)123/6* |124/- |618 9 26 | 3 26 3 
25/44 | 21/6 114 1 aibistillers busnatiee ill & 25/14 25/14 | 4 12 10 $s |S | $ | | ; Sg 
= a\Guinness........ 43/3* i is ‘i 
85/6 | 63/6 7 a| 17 b|\Whitbread ‘A’. fal 84/ 34/6 84/-* 3 4 5 N.Y Cate 324 | sat Seth, Steak 33 | 38 National’ ‘Dis | 64 1084 
On . . me | . i ‘ Ss 
173/74 |130/- $5 al {10 bbBritish Petroleum . .£11166/3 Pennsylvania.| 20$ | 20} (Chrysler ..... 75} | 79} Sears Roebuck] 254 | 263 
165 an A r ‘ . . 
19/44 83/9 5a 31)5}Berme “eRe “Flie/ay nat 3 18 3 Standard Gas.| 34 wt Pon tdeNsa {192 3a! sti Oil of NJ 6 ssh 
fest ih, te Ri Royal Dutch....20 a Se. 2 2 0 [WesternUnion| 18} | 18} |Ford Meters... 543 | 54} US. — est 10" 
le BSS/ap | 14 RRs, [arty | $2 Wainy Bh | Ba} ene] | Ht echo) |S 
. ° e I S.- ooilwor 
* Ex dividend. 7 Tax free. t Assumed average life approx. 10 year) Less tax at 8s. 6d. in || Ex rights 





(6) Final dividend. Fg FE Se oer J . 6d. in £. - }} Ex capitalisation. (a) Interim dividend. 
() To latest date. {c\ 2 tal To earliest date. t yield. (g) On 13%. (4) On 15%. (i) On 15% tax free. (j) On 13%. 
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The following list shows the most recent dates on which each statistical page appeared, 
World Trade ............... April 20th 
BRITIsH OVERSEAS 


‘ Prices and Wages Western Europe : 
I iacaeenns and Consumption This week Production and Trade...... June 22nd 
British Commonwealth. i 


cooeee = LS week 
Western Europe : 
Financial Statistics Thi k Prices and Money Supply June 15th 
=== Industrial Profits April 20th United States.............00. June 29th 


UK Production and Consumption 


M=Monthly averages or calendar months, W=Weekly averages. Stocks at end of period. 
Monthly averages 1956 


INDUSTRIAL PRODUCTION 
Index : 
AN tndlestries.....ccsiceccccce semeehweaes 143 135 |145-146: 
eS seasonally adjusted .. 060se% eee me ese 137 138 |139-1402 
Mining and quarrying ......... seaesanae’ 120 110 a 
Building and contracting.... oe wan 
Gas, electricity and water...... iu 159 


Manufacturing, WO ks setewenseuneuss 138 
» seasonally adjusted . ‘es ‘a coe 140 
Engineering, shipbuilding, electrical goods igs 
Vehicles 
NCR RONIOS. .. c.nisonecvcnwaesdicnens 
Textiles and clothing 
Food, drink and tobacco....... seeanaw ‘. 


BASIC MATERIALS 
Production of : 
EME) C ivcdwneaeecucuseneses 
Ear cxcbuanexachoue Crecccccccosecee 
Steel, ingots and castingS.....essesseccees 


Sulphuric Acid. ..sccsccovscccsceeees 
Newsprint ..... ccccvccccccce 
ICY (Be iskdcsedbeesceesnee seen oe 


MANUFACTURING 
Textile production : 
Cotton cro RBIs. ecseedete etna we 
Worst arn. 
Rayon oat synthetic fibres, total 
» Staple fibre.. 
Cotton cloth, iinntbasictondieananinne ‘ 
Wool fabrics, WOVEN on 60560000000000060% 
Engineering production : 
Passenger cars and chassis 
Commercial vehicles and chassis 
Metal-working machine tools ..... csntews 
Internal combustion engines...... 


BUILDING ACTIVITY 
fot. houses completed : (') 
ota 


weiss 2zezzzs 


30°30 | 23-91 
BY focal be builders 10-04 10- = 
ocal housing authorities . . aie ; ‘ = 18-07 12-5 

a. : , : ‘ . 0- 2-20" ee 


WHOLESALE SALES (') 
Textile houses : 
Total home sales............ eeeeaeaeas 
Women’s and children’s wear..........++ . 
Men’s and boys’ wear 
Piece-goods 


RETAIL SALES (') 

All kinds of business : 
All retailers 
snmepenGent TOTRUNCTS....cccvcocisccececes 
PRIDE SOURIS. . 5 oo cacecvcecsesecsence 
Co-operative societies. .....ccccccecee soon 
General department stores .... 

a — of shop: 


==5= 


Clothing and footwear. : (sbedseerteuse dan 
Household goods onenasees 


sTOCKS 
Basic materials : 
Coal, distributed (") . - ' s} 15,682 | 18,340 | 17,893 | 13,535'| 13,654 | 14,697] 15,710] 16,167 | 16,267 
Steel (*) 973°} 1,365} 1573] 1,436| 1,475| 1,491] 1,471 84]... 
Copper (*)........ daa 61:-5| 76-2} 59-6] 73-7] °76-4| 71-7] 62-1 . i 
Salcaen ci ccakbdamndenbend Seance 67-2 aie 85-2} 102-3] 85-3] 83-3| 99-9] 108-2 . a6 


pewaprint {*) ...ccccees coe ; 97-5 |. 105-0 | 133-6] 114-9] 116-7] 117-4] 131-2 _ eee 


Textiles : 
Wholesale houses, total (#) 95 113 109 108 122 


Large retailers, clothing and footwear (iy 107 


10 | 118 147 140 135 140 “J49 | 152 


(‘) Great Britain. (*) Provisional estimate. (*) Excluding all screening losses normally amounting to around 5,000 tons a week. (*) Excluding 
government stocks. (*) Average for first quarter. (*) Average tor second quarter. - (*) Rayon and nylon production only. (°*) Including filter cake 
from May, 1956. (*) Revised series; stocks at producers’ works of ingots, semi-finished steel and alloy, in terms of ingot equivalent. (%*) From 
January, 1957, excluding newsprint "for periodicals and certain other purposes for which stocks at end December, 1956, totalled 19,600 tons. 
(#4) Change in classification has resulted in transfer of about 1,000 houses from local authorities. 
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British Commonwealth 


PRODUCTION OF FUEL AND POWER "”) 







Coal | Crude petroleum Electricity 
hl ; | eee a 7 . 
ee ee Australia | Canada “India S. Africa | Canada | Pakistan } Australia | Canada | India_ |N. Zealand ea 













million kwh 














ciimemuianiubesi 1,232 1 139 | 5-3 
I ib ii cents eacieks es 1,608 922 2.634 1,429 22-6 
i pciditenmisnnsces 1,608 931 2.78] 1.897 ‘a 


















1956, November.......... 1,844 1,101 






2,062 | 












ae errr 1,275 1,015 2,646 2,208 | 

FOO, SMES cciciccsces 1,085 1,200 3,381 2,239 | om 
Pe rer 1,623 | 928 2,514 1,960 | eee 
“at ME cdteicetadeen 1,608 an aad aes 


PRIMARY PRODUCTION 
















Copper | Rubber Tin Steel 







Gold 








| 
| 
Malaya | Australia 


"000 tons 





| J 


Monthly averages or N. 
| Rhodesia 


calendar months Canada 





Malaya Australia | Canada |S. Africa 





| 
| Ceylon 








Canada | India - Africa 





















7000 fine ounces 































OE an iiniuneanieunnie 16-3 17-4 1-9 58-2 4-14 106 73-8 294| 965-4 
Cs iikicionsng: balsa eeaiiasie 21-6 28-9 7-8 53-3 5-89 184 87-4 378 | 1,216-9 
SEU dadnkakervencscasanie 23-9 32-4 i) 52:3 6-11 217 pe 366 | 1,321-1 
1957, January ............ 21-2 32-6 8-8 63-4 6-68 261 84-3 | 359 | 1,380-4 
» February.........+-- 23-4 31-2 4-6 49-1 4-38 237 80-5 343 | 1,318-1 
sbediodekasaain 24-4 -0 5-7 7-25 88-5 376 | 1,405-4 

sdak iaiaiea kad 7 7:3 oa 1,398-7 
uswabeanauanion , ss i 1,450-7 












Australia Canada 





India New Zealand Pakistan 


S. Africa * 


















Monthly averages oF 
calendar months 














Imports Exports | Imports | Exports | Imports | Exports | Imports | Exports | Imports | Exports | Imports | Exports 

























































mn. {A mn. $C mn. rupees mn. {NZ mn. rupees mn. {SA 
| ~~ - 

BOE itive cuneceneeets cane 28-2 33-8 220 259 537 382 10-71 12-27 85-9 136-1 
IUD dvncessavcevneee cask 70-1 63-4 393 363 588 | 508 23-93 21-55 90-5 125-4 
POND we Ceseavevtensesvetus 68-2 64-5 475 405 Per | ae 22-38 22-91 138-6 133-3 
1966, December ....csccces 57-1 76-6 402 411 694 | 563 18-0 23-9 214-5 109-3 
PI0t; OMS” sols caves 62-7 88-7 459 404 788 553 sel 27-1 184-8 255-9 

a er ere 51-2 91-2 431 347 713 546 ue 29-4 ean ‘ie 

errr 58-6 | 98-6 472 368 ees aa aaa 

jt AND 80s Ki hecac ened 61:0, 89-9 540 373 one 


EXCHANGE RESERVES AND PRICES (‘) 













Gold and Foreign Exchange Holdings Cost of Living 























. al -_ 9 New a : . New : ai Ss. 
Australia | Canada | India Seated | S. Africa Australi Canada India naleat Pakistan - Africa pian 
End of period: mn. US dollars 1953 = 100 

















seveccccesccccceocece 1,011 3,355 ? 237 652 56 84 “ws 15 89% 
SD sacneeesteusseniaveda 835 1,910 1,791 179 368 104 101 90 107 94 105 101 
Be i sicevcaceoceneaes eee 952 1,939 1,360 193 372 110 102 99 lll 97 107 105 









1957, January .........66. is 1,940} 1,319 187 379]... 104 103 103 108 106 
»  February...----+---- a 1,931 | 1,337 201 383 a 104 101 112 102 108 106 
we MB sSesdacsavies oa 1,931 | 1,353 209 379 va 104 101 102 109 106 
a yahoos oe 1,912 | 1,307 231 357 » 105 ‘i ; eh 107 
ib: Pe esakabersacdanne pa 1,943 | ‘ei 357 i 






t | | | 
(‘) Electricity production for New Zealand represents deliveries only; Canada, prior to 1957, excluding industrial generation for own use. 
(*) Copper and tin refer to metal production. (8) General trade (including re-exports) except for Canada, which is special trade only. Imports are cif 
except for Australia, Canada and S. Africa which are fob; exports are fob. Trade for India includes that going by land; annual figures for India are 
for 12 months beginning April lst of year stated and for Australia 12 months ended June 30th. (*) Gold and foreign exchange holdings are those of 
the government and central bank ; only figures for Australia include holdings of commercial banks. Cost of living for S. Africa and S. Rhodesia relates 
to Europeans only and for S. Africa includes direct taxes. (°) Including foreign investments. (*) Including semi-processed gold. Beginning January, 


1955, including South-West Africa. (7) In July, 1948, part of holdings was transferred to the State Bank of Pakistan. (*) April, 1948—March, 1949. 
(*) Including some long-term securities. 








EXCHEQUER RETURNS 


For the eight days ended June 30, 1957, there was 
an “above-line” deficit (after allowing for Sinking 
Funds) of £37,371,000 compared with a deficit of 
£26,462,000 in the previous week and a deficit of 
£32,156,000 in the corresponding period of last year. 
There was a net expenditure “below-line’” of 
£9,918,000, leaving a total deficit from April ist, 
of £172,240 (£207,891,000 in 1956-57). 


‘April 1, April 1, |] Week |8 days 

Esti- 1956 | 1957 Jended | ended 
mate, | to June | June 
1957-58 | 30, 


Ord. Revenue 
Income Tax 
Surtax 
Death Duties 


263,006 298,375} 24,009 
23,500) 24,500} 1,000 
44,700; 45,900] 3,100 

15,200} 16,400} 1,000 

Profits Tax, EPT & 


 saeicaeeicl 35,800} 40,700] 2,200) 
Other Inland Rev. | | 
DOS... ce eses. | 110} 50 { 


382,316 | 425,925] 31,309) 33,225 


24,925 
1,200 
2,800 
1,200 


3,100 


Total Inland Rev.. \pe10,750 


1204,250 
| 912,850 


296,906 299,602) 22,345 22,908 
196/230 206,360} 12.735| 12°250 


Customs 
, Excise 


Total Customs and) 

Excise 
Motor Duties 104 300 
yr. Dr. 
8,000, 3,400 
1,300, 1,800 
6,292 667 


10,257; 11,555 


PO (Net Receipts). pais 
Broadcast Licences} 4,700 
Sundry Loans 8,669 8,868 
Miscellaneous 12,738; 50,198 


911,816 1013,707| 


5,600 
5,600 


} 


167,793 | 168,235} 7,506) 7,761 


14,729 | 4,033 2,885 
1,097) 1, 51)” 39 
880,033 | 942,108] 92,822 95,512 


Debt Interest 
Payments to N. Ire- 

land Exchequer..} 69,000 
Other Cons. Fund .| 10,000 
Supply Services . . .|4069,877 


| 
32,156 37,371 
6,996. 9,918 


158,276 120,224 
49,615| 52,016 
| 


- Tetal Surplus or Deficit ....) 207,891 | 172,240/ 39,152 47,289 
~ Net Receipts from : 

“ Tax Reserve Certificates... 
Savings Certificates 
Defence Bonds ........... 
Premium Savings Bonds. . . 


13,135) 9,155 
— 2000 

- 279 

_ 3,600 

| 


FLOATING DEBT 


(£ million) 


Treasury Bills Ww — i 
SS. | Total 
| | Floating 
Public Bank of | Debt 
Depts. | England | 
} 


Tender 


| 
Date 

| Tap 

| 


June 30 | 3,270-0 | 1,237-7 | 268-5 5-3 | 4,781-4 


276- 4,472- 


289- 4,455- 
4,498 - 
4,494- 


4,521- 


4,517- 
4.405- 
4,441- 
4,410- 


4,384- 

4,427- 
| 4)862- 
| 4,902: 


| 4,941: 


i's 


> o ’ 
MOWh CONN AKHHS 
BHIOR AOE AAW 


Financial Statistics 
THE MONEY MARKET 


7 the half-year end heavy calls of 
funds for window-dressing were 
made by both clearing banks and outside 
banks before the weekend. On Thursday 
the Bank of England gave large official 
help, both directly and through the banks, 
but despite this four or five houses were 
obliged to take a small amount at the 
penal Bank rate. No further special help 
was given on the following day, and most 
of the discount houses were “in” the 
Bank, for a moderate amount. On Satur- 
day moderate special help was given, but 
the market remained in the Bank, for the 
fourth successive day. Rates on short 
money then ranged up to 4} per cent. 
The first three days of this week have 
seen the backwash of this stringency: 
the reflux of funds produced a credit 
surplus. Thus the market had no difficulty 


in meeting the small repayments of the - 


previous week’s seven-day loans on Mon- 
day and Wednesday. Some measure of 
the amount of penal borrowing from 
Thursday to Saturday last is given by the 
Bank return; this shows a rise of £18.9 
million to £51.§ million in discounts and 
advances in the week to Wednesday. 

At the Treasury bill tender on Friday 
of last week the discount houses again 
made their common tender at £99 os. 9d. 
per cent. Applications fell, by {9.5 
million, the allotment rose by £10 million, 
and the market received 59 per cent 
agains 61 per cent of applications at the 
common tender price. 


LONDON MONEY RATES 


Bank rate (from % | Discount rates 
53%, 7/2/57) 5 Bank bills : 60 days . 
Deposit rates (max.) 3 months 
4 months 


Discount houses... 3 6 months 


(Call money.) 
Money Day-to-day... 23-34 | Fine trade 
Short periods .... 33 | 
Treas. bills 2months 3) | 


bills : 
3 months 
4 months 


Smonths 3§ 6 months 
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BANK OF ENGLAND RETURNS 
(€ million) 


‘Issue Department* : 
Notes in circulation 
Notes in banking dept.... 
Govt. debt and securities* 
Other securities 
Gold coin and bullion.... 
Coin other than gold coin. 


Banking . Department : 
Deposits : 
Public accounts 


w Nw 


Securities : 
Government 
Discounts and advances .. 


—- RAB 
> OANWOoO 


nw to 
e2S58 
“non 
uo 2OoFfD @Dewo-) 


Banking department reserve. 


~~ 


“ Proportion ” 


* Government debt is £11,015,100, capital £14,553,000. 


| Fiduciary issue increased to £2,050 million from £2,000 million 


on July 4, 1957. 


TREASURY BILLS 


Amount (£ million) | 


Date of tonearm 
Tender | ney 
| Offered | APPlied | anotted 


Three Months’ Bills 


Average | Allotted 
Rate of at Max, 
Allotment | Rate* 


0 
0 
‘0 
0 
0 
0 
‘0 
0 
0 


500 S5000 S000 © 


* On June 28th tenders for 91 day bills at £99 Os. 9d. secured 
61 per cent, higher tenders being allotted in full. The offering 
| this week was for £260 million at 91 day bills. 


LONDON CLOSING EXCHANGE RATES AND GOLD! PRICE 


Official 
Rates 





June 28 | 


United States $...| 2-78-2-82 
Bi caeeant 2-65{-2-66 


| 972-65-987-35 | 9824-9823 | 


\ | 
*19-4,-2-794| 2-79§-2-794 '2- 1942-794 | 2-T94-2- 79} 
| 2-65§-2-66 (2-65 }}-2-664,2-66%-2-66%| 2-66 -2-66$ (2-6542-2 
9814-9824 


July 2 


Market Rates: Spot 
June 29 | July 
| 
| 2-79k-2-794 | 2-794-2-795 
66% 
9813-982 | 9802-9803 


9812-9814 9807-9814 | 


DOME Ts scour cnn }12-15 §-12-35 §12-21 -—12-21})12-20%-12-21 |12- 20-12-21 |12-203-12-21 12-20}-12-203 12-20}-12- 20} 


Belgian Fr. ...... | 138-95- 
141-05 
10- 56-10-72 


140 -273-— 
140-324) 
Dutch Gld 
W. Ger. D-Mk. 
Portuguese Esc. . .| 
Italian Lire 
Swedish Kr 
Danish Kr 
Norwegian Kr. ... 


79- 90-81-10 
1736§-17623 


19- 85-20-15 


United States $ 
Canadian § 
OE WE. i 46 seneetedeeeew esque 
Swiss Fr 
Belgian Fr. 
Dutch Gld 
W. Ger. D-Mk 
Italian Lire 

| Swedish Kr 

| Danish Kr 
Norwegian Kr. 


f-ic. pm | 
15-20 dis | 
1}-ljpt. pm 


2-1}5 pm 
2-16 pm 


| Price (s. d. per fine 02.).........- 


|140-224— 
140-27}) 
D 10 -668-10-663/10-65}-10-66 |10-654-10-654/10-658-10-654!10-647-10-658)10-64}- 10-65 
..-|11-67 §-11- 84 BULL 70f-11- 70512 -698-11-698/11-69}-11-69} 11-693—11- 693 11-683-11-683 11-684 
80-05-80-20 | 80-05-80-20 | 80-05-80-20 | 80-05-80-20 | 80-05-80-20 | 80-00 

| 17454-1746 | 17403-1741} | 17403-17414 +1740 -17403 | 1739 -17394 | 17383 
14-378-14-593 114-45 —14-45} 14-454--14-458'14-45 -14-45) 14-454-14-45} 14-459-14-46 [14-46 
19-19§$-19-48} J19-38}-19-39 |19-38}-19-384,19-374-19-37}.19-378-19- 372 19-358—-19-353/19- 35} 
19-98 —19-98},19-98 -—19-98}/19-98 -19-98}'19-984-19- 983% 19-97}-19-98 (19-97 


#-ic. pm 
fc. pm-par | 4c. pm-par | 
15-20 di 
lj-lc. pm | 
1-*% pm 
2-l}c. pm 
1}-Ipf. 
par-—5 dis 1-4 d 
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ALLIANCE 


ASSURANCE COMPANY LIMITED 
Head Office: 
BARTHOLOMEW LANE, LONDON E.C.2 


Established 1824 


The Finest Service 


for 


All Classes of Insurance 





REPRESENTATION 'THROUGHOUT 
THE UNITED KINGDOM 
THE BRITISH COMMONWEALTH AND 
ELSEWHERE ABROAD 


The Company undertakes the duties of 
Executor and Trustee 





a picturesque town on the banks of the 
swift-flowing River Aar received its first 
Charter in 1283. 


In the year 1557 a group of 93 English 
Protestants arrived in Aarau and lived 
there until 1559. 


SITUATED AT KOBE PORT 4 i 
















ired 
ring 
-_ that Aarau and its neighbourhood is today 
famous for its optical, electrical, printing, 
— cement, shoe and other industries. 
Naturally, the Aarau Branch of the Union 

. Bank of Switzerland, plays an important 
— part in the financial life of this prosperous 
79 town. Its vast experience is at all times 
aoe at your disposal. 
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pROviDe COMPLETE OF SWITZERLAND 
pe WORLDWIDE BANKING SERVICE 
mn President : CHU OKAZAKI HEAD OFFICE: ZURICH, Bahnhofstrasse 45 
‘ym Head Office: KOBE, JAPAN UNION DE BANQUES SUISSES os NKGESELLSCHAFT 
‘t. pm ; ; SCHE BANK SCHA 
La Branches: TOKYO, YOKOHAMA, NAGOYA: OVER 50 BRANCHES THROUGHOUT SWITZERLAND 
pm PSAKA and others. Capital folly paid... . Swiss Francs 100,000,000 
_ coins tasenemetaeree Coen Reserves awn wien Frames 98,000,068 
LONDO! I Total Assets ons... $wise Franes 2,800,985,849 

vit 4, Ange! Court, Throgmorton St., London, E.C.2 Cable Address for all Offices and Branches : 
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F O R reliable up to the minute information 
on trade opportunities in Ceylon, 
enterprising Exporters and Importers look 

to the BANK OF CEYLON 





Established as a state-aided bank and with an unmatched network of 
branches spread throughout this ancient land the Bank of Ceylon can 
offer its service for every type of foreign exchange transaction. 


BANK OF CEYLON 


Foreign Department: Bank of Ceylon Building 

York Street, Colombo 

Telegraphic Address: FORBANK, Colombo 
London Office: 4 Ludgate Hill, London, E.C.4 

Telegraphic Address: CEYBANK, London 
Central Office: Bank of Ceylon Building (West Block), 

York Street, Colombo 1 

Telegraphic Address: HEADBAN K, Colombo 





16 BRANCHES AND FOUR PAY OFFICES IN CEYLON 


HANDEL-MAATSCHAPPI) 


H. Albert de Bary & Co.N.V. 


448.454 HERENGRACHT e AMSTERDAM 


Authorized Foreign Exchange Bank 


it Wy.e-¥1 


BANK, LTD. 


Head Office: Nagoya 


~ 
183 Offices 


throughout Japan i a 2 
| INTERNATIONAL BANKING 


New York Representative Office: Singer Building, OF EVERY DESCRIPTION 


149 Broadway, New York 


London Vatereae anes Office opened on May 13th, 
1957 at 7 Old Broad Street, E.C.2, London 
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COMPANY MEETINGS 


GODFREY PHILLIPS, LIMITED 


DOWNWARD TREND IN PROFITS REVERSED 
HARSH EFFECT OF TAXATION LEVY 
GRADUAL RECOVERY IN TRADING ACTIVITIES 


MR 


The forty-eighth annual general meeting of 
Godfrey Phillips, Limited, was held on June 
28th at the registered office of the Company, 
112 Commercial Street, London, E., Mr 
P. A. Godfrey Phillips (chairman and man- 
aging director) presiding. 


The secretary (Mr A. Morris Phillips) read 
the notice convening the meeting and Mr 
H. C. Medlam, FCA, of Messrs Fitzpatrick, 


Graham & Co., the auditors, read the report 
of his firm. 


The chairman said: Gentlemen, you have 
heard read the notice convening the Meeting 
and the Auditors’ Report. As the Accounts 
and the Directors’ Report have been in your 
hands for some time, with your permission 
we shall consider them as read. 


You will have noticed from the Directors’ 
Report that since the end of the year Mr 
Marcus Donn has resigned from the Board. 
Mr Donn has for some years been Chair- 
man and Managing Director of Cohen 
Weenen & Co. Limited and a Member of 
the Boards of other Associated Companies 
and has carried on tenaciously despite con- 
tinual ill-health. In April this year he met 
with an unfortunate accident which caused 
a serious setback ; on medical advice he has 
therefore felt it essential to resign all these 
positions and I am sure that it will be your 
wish that we should thank him for his many 
services to the Group in the past and wish 


him a complete and speedy restoration of his 
health. 


At our Meeting last year I expressed hopes 
for an improvement during 1956, and in the 
event these have been realised and the 
Accounts disclose that the downward trend 
in Profits of the last few years has been 
reversed. 


INCREASED TRADING PROFIT 


From the Consolidated Profit and Loss 
Account you will have seen that the Trading 
Profit shows a substantial increase over that 
for 1955, and that the Group Profit before 
Taxation amounts to £259,336, compared 
with £206,657. This has been achieved in 
spite of higher Interest charges, and a non- 
recurring Exceptional Loss of £27,102. 
Although the overall level of Group borrow- 
ing has been substantially reduced during the 
past twelve months, no savings had resulted 
up to the end of the year due to the sharp 
tise in Interest rates. A return to a more 
flexible economy and lower rates would be 
of great benefit to your business. The Ex- 
ceptional Loss arose mainly from the dis- 
posal of our shadow factories in Scotland 
and Southern Rhodesia ; in view of present 
condition of trade at home and in Australia, 
to which Dominion we previously exported 
substantial quantities of cigarettes from 
Southern Rhodesia, your Board decided that 
these factories had served their useful pur- 
pose, and that their retention was no longer 
essential or justified. 


Once again a very substantial sum, namely 
£180,000 has been set aside for Depreciation 
of Fixed Assets: on the credit side it will 
have been noticed that dividends from Trade 
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Investments show a marked increase to 
£43,109. 


TAXATION BURDEN 


United Kingdom and Dominion Taxation 
absorbs £245,803, and a comparison of this 
figure with the Group Profit of £259,336 
illustrates the harsh effect of this levy, both 
at home and overseas. There is, however, 
some lessening of the burden as compared 
with 1955, and the prospect of some measure 
of relief in the future. After crediting Pro- 
visions no Longer Required, there results a 
Group Profit after Taxation of £52,171, com- 
pared with a loss of £61,247 in 1955. The 
Profit applicable to the Interests of Outside 
Shareholders in Subsidiary Companies, how- 
ever, amounts to £81,808, so that there 
remains a Loss after Taxation attributable to 
the Members of Godfrey Phillips Limited of 
£29,637, compared with a Loss of £148,219 
in the previous year, when it will be remem- 
bered a further amount of £325,287 in respect 
of Exceptional Advertising Expenditure was 
charged to Development and Contingencies 
Reserve. In the year under review all ex- 
penditure on Advertising has been charged 
against Trading Profits. 


The amount brought forward from 1955 is 
depleted by this loss and by the transfers to 
Revenue Reserves including to Development 
and Contingencies Reserves the profit, after 
taxation arising during the year from the in- 
crease in tobacco duty. After deducting 
Dividends paid, accrued and proposed, there 
remains to be carried forward to 1957 the 
sum of £1,568,024, a reduction of £110,519. 


CONSOLIDATED BALANCE SHEET 


From the Consolidated Balance Sheet it 
will be seen that Fixed Assets have decreased 
by just over £100,000. This results, apart 
from normal Depreciation, from the disposals 
already referred to together with the sale of 
certain factories in Australia, offset to some 
extent by a general increase arising from the 


George Dobie interests acquired during the 
year. 


Current Assets are lower by some 
£2,346,000 but Current Liabilities have 
decreased by an even greater figure, nearly 
£2,560,000. These reductions underline the 
steps taken by your Board to reduce sub- 
stantially investment in Current Assets to the 
lowest level commensurate with current trad- 
ing requirements. During the year the excess 
of Current Assets over Current Liabilities 
has increased by some £213,000, and stands 
at £7,241,000. There has been no change in 
the Share Capital. Capital Reserves and 
Revenue Reserves and Surplus, which have 
decreased by £87,000 during the year amount, 
so far as relates to Godfrey Phillips Stock and 
Shareholders, to approximately £4,640,000. 


In the Balance Sheet of Godfrey Phillips, 
Limited, Fixed Assets have decreased by 
approximately £56,000. Investments in Sub- 
sidiary Companies are higher by some 
£159,000, following the Dobie acquisitions, 
but the balances due from Subsidiary Com- 
panies are lower by over £361,000. The 


latter, together with Current Assets, exceed 
Current Liabilities and Provision by 
£3,023,000. 


TRADING ACTIVITIES 


During 1956 the trading activities of the 
London factories showed consolidation and 
gradual recovery, which I am glad to say is 
continuing during the current year. Within 
the organisation we have adopted measures 
to streamline our -many products, particu- 
larly as regards size and packings, and espe- 
cially in our manufactures for Export mar- 
kets, and we have effected economies and 
improved our arrangements for the selling 
and distribution of our brands. During the 
year we carried the latter process a stage 
further when the Parent Company assumed 
responsibility for the distribution of Cohen 
Weenen tobaccos. The added volume of 
manufacture and sales obtained at the begin- 
ning of the year by the acquisition of the 
Dobie Brands has assisted our recovery, 
and Four Square Filter Cigarettes and the 
well-known Four Square Pipe Tobaccos con- 
tinue to make useful headway. De Reszke 
Filters, to which we have paid special atten- 
tion through widespread leaflet distribution, 
have increased their sales and popularity, in 
spite of increasing competition in this field, 
and this brand is now a leading seller in the 
Filter Tip market. In our wide range of 
Pipe Tobaccos we have maintained our share 
of a market which unfortunately has been 
gradually declining in volume. We have 
most recently introduced a new type of 
vacuum sealed pack for Grand Cut, which 
is designed to ensure that the product reaches 
the smoker in factory fresh condition. This 
pack is being very well received by customers 
and the trade alike, and it should un- 
doubtedly help to enhance the popularity of 
this very steady selling brand. «It constitutes 
a very considerable technical achievement in 
the packaging of tobaccos and is the result 
of close liaison work between our own re- 
search staff and that of the Metal Box Co. 


In other directions our Home Trade activi- 
ties have prospered, and your Board is con- 
stantly seeking new avenues of trading to take 
the fullest advantage of the considerable sell- 
ing and distributive organisation which has 
been built over so many years. 


EXPORT TRADE 


Our Export Trade, which extends to the 
great majority of overseas markets and is 
such a substantial part of our home manu- 
facture, has continued to expand and has 


contributed very materially to our improved 
results. 


I should this year pay a special tribute to 
the energies and devotion of our staff and 
senior employees in London, especially those 
chiefly responsible’ for the production and 
development of our products. On these fell 
the main burden of integrating the additional 
volume of Dobie manufacture which we 
acquired during the year, particularly the 
varied blends of pipe tobaccos, and fhe whole 
operation was carried out with a success 
which does everyone concerned great credit. 
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Several years of decreasing profits are a 
searching test of loyalty for those who have 
known more prosperous times, and to mark 
our recognition we decided during the year 
that it was timely and appropriate to set up 
a Staff Profit Sharing Scheme for Selected 
Employees. For this purpose we have adopted 
a method which has become increasingly 
popular and have established a Trust Fund 
to give selected employees an added incentive 
and feeling of personal interest and reward 
through a holding in the Shares of the Com- 
pany ; I am confident that you will approve 
the initiation of this scheme which it is our 
intention to augment from time to time as 
opportunity offers. 


REVIVAL OF COUPON TRADING 


Following the coming into force of the 
Restrictive Trade Practices Act, there has 
recently been a revival of coupon trading, 
which many of you will remember achieved 
considerable popularity and success in the 
thirties. It is perhaps too early to be sure 
whether, in the altered economic conditions 
of today, this form of sales promotion will 
find lasting favour with the public; we are 
carefully watching the situation and without 
having committed ourselves, we are fully pre- 
pared to enter this field if this should become 
necessary or desirable for the protection and 
advancement of our trade. It is doubtful 
whether in the long run such methods are in 
the best interests of either the shareholders 
or the consumer, but your Board would be 
failing in its duty if it omitted to make all 
the necessary plans to meet such com- 
petition. Prewar experience shows that 
those who first enter this field are not neces- 
sarily the winners. 


OVERSEAS INTERESTS 


Turning now to our Overseas interests, 
these are all trading on a profitable basis with 
the exception of our Australian Subsidiaries, 
which, as I mentioned last year, ran into 
serious difficulties with the partial restoration 
of a buyers market, which by now is virtu- 
ally complete. A very considerable pro- 
gramme of retrenchment has been carried out 
during the last twelve months, and our new 
factory premises at Collingwood will contri- 
bute to, and I hope accelerate, the rebuilding 
of our trade. The redeployment of our 
manufacturing resources has enabled us to 
install the most modern methods and techni- 
ques, and we have disposed on favourable 
terms of our older and less economical factory 
premises. We are confident that the improved 
quality of the products which we are now 
selling in this market will ensure the ultimate 
recovery of our position. However, this will 
take time, and it is unlikely that our Austra- 
lian interests will make any worthwhile con- 
tribution to the trading profits of the Group 
for the next two or three years. 


In the neighbouring Dominion of New 
Zealand, we continue to enjoy a considerable 
trade, both in locally manufactured products 
and in exports from this country. However, 
this inviting market has stimulated the incur- 
sion of a new manufacturer and every effort 
will be required and will be forthcoming to 
retain the considerable volume of trade which 
our Group has enjoyed there for so long. 
Fortunately we are excellently served by a 
live and competent board and staff in whom 
we have the fullest confidence. 


A SATISFACTORY YEAR IN INDIA 


My hopes for our Indian Company in 
1956 were realised, and a very satisfactory 
year’s trading resulted. Our investment in 
India is substantial, and the economic prob- 
lems of that country naturally give rise to 
some concern, particularly in view of the 
growing deterioration in her balance of 


COMPANY MEETING REPORTS 


payments position. We are, however, in the 
closest touch with developments and it is 
fortunate—or I might almost say. deeply 
satisfying—that we-have as Chairman Mr 
D. S. Barron, who with many years’ experi- 
ence of local conditions has a fine under- 
standing of official policy, and I could wish 
for no better co-ordinator of this important 
Subsidiary Company’s affairs. Recently 
there has been introduced decimal coinage, 
and: it would be hazardous to anticipate the 
full effects of such a radical change in a 
market where such a large proportion of the 
cigarettes are sold one at a time ; so far the 
indications are that the plans we made to 
meet this were sound, and I confidently look 
forward to results from India in 1957 no less 
satisfactory than those for the year under 
review, for which all responsible deserve 
congratulation. 


In Southern Rhodesia, as I have already 
mentioned, our shadow factory has been sold 
and special arrangements have been made 
with a local manufacturer for a continuation 
of the production and distribution of our 
brands in that territory. As you may well 
know, Southern Rhodesia is assuming a 
growing importance in world trade as a 
grower of Leaf Tobacco, and our Sub- 
sidiary Company, African Tobaccos Limited, 
in Salisbury, is coping well with its increas- 
ing responsibilities in merchanting leaf and 
buying it on behalf of the Group and other 
manufacturers. 


SMOKING AND HEALTH 


You may be expecting me to make some 
reference to the subject of Smoking and 
Health. Your Company is represented on the 
Tobacco Manufacturers Standing Committee, 
a body set up by the United Kingdom 
Tobacco Manufacturers to assist research into 
Smoking and Health questions, to keep in 
touch with scientists and others working on 
this subject in the United Kingdom and 
abroad, and to make information available to 
scientific workers and the public. This Com- 
mittee has the great benefit of the technical 
assistance of Sir Alfred Egerton, FRS, and 
Sir Ronald Fisher, FRS, in the fields of 
Physical Chemistry and Statistics respectively. 
Earlier this month this Committee issued its 
first Annual Report which gives a compre- 
hensive view of the situation. 


In reference to the Medical Research 
Council’s statement issued yesterday the 
Committee issued a further statement which 
was published in this morning’s Press and 
will be circulated to shareholders. 


In recent months there have been rather 
more than the usual number of rumours con- 
cerning possible mergers and take over bids 
in the tobacco trade and your Company’s 
name has on occasions been specifically men- 
tioned. Your board are not aware of any 
negotiations present or contemplated in con- 
nection with your Company’s shares nor 
would they be prepared to consider any pro- 
posal involving a merger with the Corpora- 
tion with whom our name has recently been 
linked. 


FUTURE PROSPECTS 


It is my custom in conclusion to hazard 
some forecast of our future prospects. 


The year under review has seen a stabilisa- 
tion of our position and has afforded a respite 
during which we have reconsidered our plans 
and policies in the ight of present conditions. 
Your business is a considerable one and has 
been strongly built over a number of years 
and fortified with widespread interests, but 
this necessitates the employment of substan- 
tial capital and requires a much higher level 
of profits if stockholders are to receive a truly 
economic return. 


So far results for the current year are en- 
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couraging and existing contracts, the present 
trend of our Home, Export and Overseas 
trade, and the general swing towards Filter 
Tipped Cigarettes in which we specialise, 
added to the prospect of better earning from 
enterprises less closely allied to the Tobacco 
Trade which we are now seeking to extend, 
all give good grounds for expecting that the 
Company should be able to achieve a return 
to more profitable trading. 


FINAL DIVIDEND DECISION 


These considerations influenced your Board 
in recommending a Final Dividend. Although 
this adds to the depletion of our reserves 
these have been accumulated to a consider- 
able figure through a conservative dividend 
policy in the past, thus making possible this 
modest distribution whilst we are gathering 
the necessary strength to move forward once - 
again to more prosperous times. 


I now propose that the Report of the 
Directors and the Balance Sheet be received, 
approved and adopted ; and that the payment 
of dividends on all classes of Preference 
Shares and the Proposed Dividend on the 
Ordinary Stock and Shares and the alloca- 
tions as shown in the Profit and Loss Account 
be approved and confirmed. 


I will ask Mr D. V. Littlejohn to second 
the resolution and after he has done so I 
shall be glad, before putting the resolution 
to do my best to answer any relevant question 
you may wish to ask. ‘ 


Mr D. V. Littlejohn, TD, FCA, seconded 
the resolution and it was carried unanimously. 


The retiring directors, Mr D. S. Barron, 
CIE, and Mr C. M. Paynter, were re-elected : 
and the directors having been authorised to 
fix the remuneration of the auditors, Messrs 
Fitzpatrick, Graham and Company, the pro- 
ceedings terminated with a vote of thanks to 
the chairman and directors. 


BANQUE INDUSTRIELLE 
DE L’AFRIQUE DU NORD 


The Annual General Meeting was held on 
June 3, 1957, in Algiers, with M. Pierre de 
Roux in the chair, and the representatives of 
Messrs Worms & Company and the Banque 
de l’Indochine present as observers. . The 
meeting approved the accounts for 1956 and 
decided on a distribution of Fr. 48,780,492 
amongst the 200,000 shares—corresponding, 
after making provision for taxation, to a net 
dividend of Fr. 200 per share. Transfer to 
reserves has raised the total of reserves to 
Fr. 258,976,230. The amount carried for- 
ward stands at* Fr. 12,767,193 against 
Fr, 6,251,481. 


In the directors’ report the board stresses 
the importance of the striking of oil in the 
Sahara. Certainly for the Banque Industri- 
elle de l’Afrique du Nord this event is of 
greater importance than any other in the 
past year, for wealth in the form of oil will 
inevitably bring sweeping changes to the 
desert and make a major contribution to the 
transformation of Africa. 


Fluctuations in the economic field notably 
in Morocco and Tunisia, for all the large 
proportions they assumed, have not appreci- 
ably affected the state of the balance 
sheet in which total assets amount to 
Fr. 20,071,907,012 against Fr. 19,807,988,803, 
or the profits which stand at Fr. 75,490,799 
against Fr. 75,003,706. These results are due 
not only to the energy displayed by the 
agencies in North Africa, but also to the 
stabilising effect which the increase in Metro- 
politan business has bought to the operations 
of the Bank. 
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The twenty-eighth annual general meeting 
of Telephone Rentals, Limited, was held on 
July Ist at The Caxton Hall, Westminster, 
London, S.W.1, Mr Fred T. Jackson, OBE, 
CompIEE (Chairman and Joint Managing 
Director), presiding. 


The Secretary (Mr W. J. H. Ainley) read 
the notice convening the meeting and the 
report of the auditors. 


The following is the statement by the chair- 
man which had been circulated with the 
report and accounts for the year ended Dec- 
ember 31, 1956 : 


You will have seen from the Balance Sheet 
and Profit and Loss Account that we have 
had another successful year and that the 
profits have slightly increased. 


You may remember that at our last Annual 
General Meeting I forecast that the business 
we had taken during 1955 would be reflected 
in the 1956 Accounts. This statement was 
made without taking into consideration the 
further inflation that has taken place with the 
resultant increase in overheads. This does not 
alter the fact that the increased rent obtained 
will greatly benefit the Company in future 
years, though it should be appreciated that 
the Company is at present passing through a 
phase of expansion due to its increased busi- 
ness during the past few years. This expan- 
sion involves considerable additions to the 
numbers employed on all sides of the busi- 
ness, and, in several parts of the country, 
larger and inevitably much more expensive 
office accommodation. 


NEW BRANCHES 


During the year we found it necessary to 
open a second Branch in Birmingham, which 
is of course the centre of a very productive 
area. It may be recollected that some years 
ago we created three new Branches in 
London, making a total of four, in place of 
the original one. The improved results since 
we took this step have been most remarkable, 
and the extra expenditure involved has been 
more than justified. This is due to the greater 
concentration that has been possible in all 
parts of the area operated from our Branch 
headquarters, and also to the fact that by 
limiting the number of employees reporting 
to any one centre we have been able to main- 
tain our close personal relationship with the 
individual members of our staff, many of 
whom, particularly on the maintenarice side, 
are resident in the districts in which they 
work. 

It will probably be of interest to you that 
we set ourselves a target of business to be 
obtained at the beginning of each year, and 
that this target was exceeded by more than 
® per cent for the year under review. Up 
to the end of the first four months of the 
current year, our revised target has again been 
exceeded. As we base our estimates of the 
finance necessary to cover our material and 

ur requirements on these targets, it is 
desirable that the percentage deviation either 
way should not be too great. 
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OPERATING TR SERVICES 


ANOTHER SUCCESSFUL YEAR 


RECORD VOLUME OF BUSINESS OFFSET BY INCREASING OVERHEADS 
MR FRED T. JACKSON ON A SOUND AND HEALTHY POSITION 


There is a saying that “ nothing succeeds 
like success”: but there is a little more to 
it than that. In addition to our Profit Sharing 
Scheme, we pride ourselves on good leader- 
ship. This phrase applies. not just to the 
executives at Head Office, but to all our 
Branch Managers and Branch Engineers 
throughout the Organisation. This, com- 
bined with our Profit Sharing Scheme, causes 
practically all employees, whatever their 
status, to identify themselves with the suc- 
cess of the Company and all feel that in doing 
their best they contribute to the prosperity 
of the Company. 


You may remember at our last Meeting 
I pointed out that our activities necessitated 
very considerable capital outlay. We there- 
fore took the opportunity early this year of 
making a further Rights Issue to shareholders 
which was taken up by them to the extent 
of 95.75 per cent of the total issue. 
Applications for excess shares were received 
from over 40 per cent of the share- 
holders for fifteen times the number of 
shares available. 


I also referred last year to the great service 
your Company gives to productivity, and it 
is quite obvious that not only manufacturers 
recognise the advantages of availing them- 
selves of our Services, but that our assistance 
2, ne is also appreciated by the 


OVERSEAS ACTIVITIES 


I will now deal with our activities in 
Branches within the British Commonwealth. 
My colleague, Mr W. Stuart Philcox, made 
a tour through Canada, South Africa and 
Australia during the early part of this year. 
In addition, during the year under review, 
key members of the staffs of all our Overseas 
interests spent varying periods of time 
in this country. Apart from their value 
for training and instruction purposes, these 
visits are regarded as being of the greatest 
importance in that they build up the Com- 


pany spirit which exists throughout the 
Organisation. 


Dealing first with Canada. We are still 
limiting our activities to Toronto, and are 
gradually building up a successful business 
around this city. As I have explained on 
previous occasions, it will be some little while 
before our Canadian subsidiaries are in a 
position to make a contribution to our profits 
over here, but there is every indication that 
it will not be long before they are working 
at a profit. 


South Africa is financially self-supporting 
and our Companies there are on a profit- 
earning basis. They continued to expand 
during 1956 despite more difficult trading 
conditions, and prospects for the current year 
are not unfavourable. 


The Company in Australia, which at the 
present time is not wholly owned by your 
Company, had a very satisfactory year and 
now has a very substantial rental income. 


Telephone Rentals 








It should not be long before we are receiving 
good dividends on our investment. 


Paris and Brussels have both operated 
at a small profit, and in spite of severe 
competition they continue to make head- 
way. 


As you know, we have one Subsidiary 
which does not do any business in Tele- 
communications, but is engaged in the supply 
of Cold Rooms and Deep Freeze Equipment. 
This has expanded very much during the 
year and is able to make a substantial contri- 
bution to our results. 


ACCOUNTS 


I will now refer to the Accounts, which 
have been prepared in the same form as in 
previous years. 


PROFIT AND LOSS ACCOUNT 


The Gross Profit of £753,739 is but £7,895 
greater than the 1955 figure. This result is 
somewhat disappointing considering the effort 
expended by all concerned in dealing with a 
record amount of business, and is almost 
entirely due to the increase in the cost of over- 
heads. As you can see from an examination 
of the Profit and Loss Account, our receipts 
were up by £207,456, whilst our operating 
costs were up by £147,347, and the balance 
of the increased revenue was taken up by an 
increase in the provision for Depreciation of 
£52,214. This latter increase is inevitable 
in an expanding business. 


Income Tax and Profits Tax are up on the 
previous year by £5,502, and the Net Profit, 
before transfers to Reserves and provision for 
Dividends, at £404,767, is down by £20,876. 
The reason for this drop in Net Profit, apart 
from the increased taxation, is that we have 
not the benefit this year of the credit to the 
Profit and Loss Account of the £23,269 
adjustment in the Tax Reserves which took 
place in 1955. 


We Rave again this year transferred the 
sum of £200,000 to the General Reserve, 
which now stands at the substantial figure 
of £1,350,000. We have not transferred any 
further amount to the Contingencies Reserve 
as it more than adequately covers the 
accumulated losses of our Canadian Subsi- 
diaries. 

We have, however, transferred a further 
£60,000 to the Tax Equalisation Reserve, 
which now amounts to £680,000. This Re- 
serve, as I explained last year, represents the 
difference between the written down value 
of the Assets in our books, and the written 
down value for taxation purposes. This 
difference is accounted for by the initial 
Capital allowances, and the different rates of 
wear and tear allowances granted by the 
Inland Revenue as opposed to our rates of 
Depreciation. 


After providing for these transfers to 
Reserves and the Dividends on both the 
Ordinary and Preference Shares amounting 
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to £152,030, as compared with £136,850 
in 1955, we are left with an unappropriated 
balance of £152,374 to be carried forward 
to the current year. I should perhaps explain 
that the increase in the amount of the Divi- 
dends is accounted for by the fact that we 
have provided for the Final Dividend on the 
Ordinary Shares, as increased by the Rights 
Issue made in January, 1957. 


BALANCE SHEET 


The issued Capital remains unaltered, and 
the Capital Reserves are slightly lower as a 
result of losses incurred on the sale of House 
Property. The Revenue Reserves now total 
£1,450,000, and the shareholders’ interests 
consisting of Capital, Reserves and unappro- 
priated Profit Balance amount to £3,867,050, 
as compared with £3,675,175 at the end of 
1955. 


The increase of £41,000 in the Reserves 
tor future taxation is accounted for by the 
additional transfer to the Tax Equalisation 
Reserve mentioned previously, and _ the 
reduction in the Income Tax liability for 
1957-58, which is based on this year’s 
Accounts. 


The Current Liabilities show a moderate 
increase over the previous year of £43,166, 
which you can see is distributed amongst the 
majority of the items comprised under this 
heading. 

Turning now to the Assets side of the 
Balance Sheet, the net value of the revenue 


bearing Installations is £3,144,856, which is 
equivalent to 1.41 years’ rent. 


The value of Freehold and Leasehold Pro- 
perties at cost has increased by £10,370, as a 
result of additional purchases of House Pro- 
perty and the increase in the net value of 


BRITISH EMPIRE 
INVESTMENT TRUST 
LIMITED 


GROUP REORGANISATION 
COMPLETED 


The Annual General Meeting of British 
Empire Investment Trust Limited was held 
on July Ist in London, Sir Charles J. 
Hambro, KBE, MC, the chairman, presiding. 


The following is an extract from his circu- 
lated statement: 


In January, 1957, you were advised of the 
directors’ proposals for reorganising the 
group, so that the parent company, in which 
you would in future hold your investments, 
would be an investment trust rather than a 
finance company. For this purpose British 
Empire Investment Trust Limited had been 
formed having as its initial object the 
acquisition of all the stock of The British 
Empire Trust Company Limited which is, 
of course, continuing to carry on business as 
a finance company. 


These proposals, which were duly approved 
at the various meetings held for the purpose 
on January 31st last, have now become effec- 
tive, and the shares of the finance company, 
now a Subsidiary of. the investment trust, 
have been brought into the balance sheet at 
a sum equal to the nominal amount of the 
shares issued by the Investment Trust as con- 
sideration therefor. The accounts in your 
hands reflect the reorganisation which it has 
been possible to accomplish. 


During the period from January 31, 1957, 
to April 30, 1957, in addition to taking over 
the subsidiary companies of the finance 
company, it has also been possible to make 
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Office Furniture and Fittings, Vans and Cars, 
is nothing abnormal, 


Trade investment at,cost represents our 
holding in the Australian Company which I 
explained to you on a previous occasion, and 
the increase of £32,000 over the previous year 
is a further investment in the Capital of that 
Company. 


The total amounts invested in our Sub- 
sidiary Companies are up by £78,815, of 
which no less than £67,619 is represented by 
amounts capitalised in our Canadian Sub- 
sidiaries during 1956. This sum consists of 
the total cash and goods supplied during the 
year. 


The Stock and Work in Progress has in- 
creased by £133,936, quite a substantial in- 
crease, but a necessary one in view of the 
record amount of new business secured in 
this country and our increasing requirements 
overseas. Work in Progress alone accounted 
for £51,615 of this increase. 


Sundry Debtors and Prepayments have 
risen by £48,442, of which £30,016 is 
accounted for by an increase in Subscribers’ 
balances outstanding. This figure is a little 
bigger than we should like it to be, but is 
not abnormal, and our bad debts reserve is 
more than adequate. 


Our liquid resources in the form of Tax 
Reserve Certificates, Treasury Bills and Cash, 
both in London and Australia, show a fall 
of no less than £322,975 to £550,521. This 
figure was further depleted at the beginning 
of the year when we utilised some £250,000 
Tax Reserve Certificates to pay our 1956/ 
1957 Income Tax Liability. The rapid de- 
cline in our cash resources was foreseen by 
your Board, hence the reason for the appli- 
cation to the CIC in the autumn of last 


further investments mainly by purchasing 
securities already held by member com- 
panies of the group. As you will see from 
the balance sheet of the Investment Trust, 
the financing of all these transactions has 
been done by means of inter-company loans. 


At April 30, 1957, the Investment Trust 
had only been in existence for approxi- 
mately four months and had not been in 
receipt of any income nor incurred any 
revenue expenditure during that peridd. 
There is, therefore, no profit and _ loss 
account for that company included with the 
accounts under review, neither has it been 
possible to show any comparative figures on 
that company’s balance sheet. 


Turning to the consolidated profit and loss 
account, I am pleased to report satisfactory 
results. The total group revenue at £217,413 
shows an increase of £13,926 over the corre- 
sponding figure for the previous year. 
Expenses show a small reduction, byt there 
is a higher charge for taxation at £100,402 
(against £88,793), leaving the net profit of 
the group, after providing for taxation, at 
£77,905, an increase of £4,338 on the pre- 
vious year’s figures 


DIVIDENDS 


As explained in the circular sent to all 
stockholders in January, 1957, the directors 
had declared an interim dividend of 15 per 
cent actual (less income tax) in respect of 
the year ended April 30, 1957, on the “A” 
Ordinary and “B” Ordinary stocks of The 
British Empire Trust Company Limited and 
stated that it was not proposed to recommend 
the payment of any further dividends on 
these stocks in respect of that year. 


At the same time the directors declared 
a dividend at the rate of 5 per cent per 


THE ECONOMIST JULY 6, 1957 


year, the outcome of which you already 
know. 


CONSOLIDATED BALANCE SHEET AND 
PROFIT AND LOSS ACCOUNT 


The Consolidated Accounts having been 
prepared on an identical basis to that of the 
Parent Company, the material changes have 
already been dealt with in the foregoing 
remarks. 


The Net Profit of the Group before taxa- 
tion is £789,103, compared with £790,548 for 
1955. After providing for Taxation, the 
transfers to Reserves, and Dividends, the 
balance of umappropriated Profits carried 
forward and attributable to the Holding 
Company’s Shareholders amounts to 
£252,182. 


CONCLUSION 


In conclusion, I think you will agree with 
me that the Accounts and Report show that 
your Company is in a sound and healthy 
position. We always have in mind that we 
have to build for the future and consequently 
place very great importance on what J might 
term “the younger generation,” growing up 
to take greater responsibility in the future 
and to ensure not only leadership but the per- 
manent stability of your Company. 


The report and accounts were adopted and 
the dividends, as recommended, were 
approved. 


The retiring director, Mr Chas. H. Jack- 
son, ACA, was re-elected, afid the remunera- 
tion of the auditors, Messrs Chas. W. Rooke, 
Lane & Co., having been fixed, the proceed- 
ings terminated. 


annum (less income tax) on the 5 per cent 
Cumulative Perpetual Preference stock of 
the finance company for the six months 
ended April 30, 1957. This ensured no loss 
of income to the members of the finance 
company during the period of reorganisa- 
tion. The dividends on the “A” and “B” 
Ordinary stocks, together with the divi- 
dend on the 5 per cent Preference stock, 
absorbed £58,231, leaving a surplus of 
£19,674 to be retained in the group. After 
adding to this figure the balance brought 
forward from the previous year of £169,379 
and deducting therefrom the item of excep- 
tional expenditure, there is left the sum of 
£185,890 to be carried forward in the 
accounts of the subsidiary companies, com- 
pared with the figure of £169,379 for the 
previous year. 


The market value of the investments which 
stand in the balance sheet at a cost of 
£1,717,451 is £2,870,676, showing a further 
appreciation as compared with the apprecia- 
tion at the close of the previous year of 
£44,705. A geographical analysis of these 
investments as at April 30, 1957, showed that 
approximately 60 per cent were invested in 
Canada, 9 per cent in USA, and 31 per cent 
elsewhere, mainly in the United Kingdom 
and Commonwealth. The proportion in- 
vested in Ordinary stocks and shares at the 
close of the year was 90 per cent. 


I am pleased to report that our Canadian 
subsidiary, Betrust Investment Corporation 
Limited, again had a successful year, and is 
a valuable contributor to the revenue of the 
group. 

During the year under review the reorgani- 
sation of the group has been our main con- 
cern, and in the present year we should feel 
the benefit of what has been done. 


The report and accounts were adopted. 
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THE BRITISH PLASTER BOARD (HOLDINGS) 


The fortieth annual general meeting of The 
British Plaster Board (Holdings) Limited will 
be held on July 25th at Bath House, 82 Picca- 
dilly, London, W.1. 


The following is the statement of the 
Chairman, Sir Graham Hayman, which has 
been circulated with the report and accounts 
for the year ended March 31, 1957. 


DIRECTORATE 


Mr W. Steuart Trimble, who retired from 
full executive duties on May 20, 1954, has 
decided not to seek re-election at the forth- 
coming Annual General Meeting, in order to 
enable him to devote more time to his private 
affairs. 


Mr Trimble has had a lifelong association 
with the Gypsum industry and I am glad to 
be able to pay tribute to him for his out- 
standing services to our Group. He will be 
available for consultation and I feel sure 
his knowledge and experience will continue 
to be of value to your Company. 


REVIEW OF ACCOUNTS 


I am glad to be able to report a record 
profit for the year amounting to £2,584,140, 
although the bulk of the increase in profits, 
as compared with the previous year, is 
absorbed by additional taxation. The figures 
give a graphic illustration of the crippling 
effect of present. taxation, particularly on 
companies whose growth factors call for 
increasing capital investment. After provid- 
ing for taxation and adding items relating 
to prior years, there remains £1,143,059 
available for appropriation by the Group. 
£273,068. has been retained in subsidiary 
companies as reserves or unappropriated 
profit so that there is left a balance of 
£869,991 available to the Holding Company, 
of which th~> Directors have appropriated 
£350,000 to the Holding Company’s general 
reserve. 


GROUP BALANCE SHEET 


In continuance of the Group’s expansionist 
policy, fixed assets have been increased during 
the year by the net amount of £850,369. 
Of this increase, £256,736 was spent on 
extensions in the gypsum and gypsum pro- 
ducts division, and includes the cost of 
transferring the plaster mill and board plant 
of Plaster Products (Greenhithe) Limited, 
from Greenhithe to East Leake, to which I 
referred in my last statement. £176,609 has 
been spent during the year on extensions by 
our paper, paper-board and box company, 
C. Davidson & Sons Limited, and £301,03 
has been spent by our Canadian subsidiary, 
Western Gypsum Products Limited, mainly 
in enlarging the Winnipeg plant and in 
acquiring the waterfront site in Vancouver, 
to which I refer later. The balance of 
£115,992 has been spent on a number of 


smaller projects spread throughout the 
Group. 


The total of net current assets has in- 
creased during the year by £542,054. The 
bulk of this increase is due to the higher 
value of stocks held, and an increase in 
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RECORD RESULTS OFFSET BY HIGHER TAXATION 
FURTHER EXPANSION OF INTERESTS IN CANADA 
SIR GRAHAM HAYMAN ON GROUP’S WIDESPREAD ACTIVITIES 


amounts due by debtors brought about by 
higher turnovers. 


The Directors recommend the payment of 
a final dividend on the Ordinary Stock of 
74 per cent, which, together with the interim 
dividend of 5 per cent paid in January, 1957, 
makes a total for the year of 12} per 
cent. This is at the same rate as for 
the previous year. There remains £35,219 
to be added to the amount brought for- 
ward in the Holding Company, which now 
totals £454,882. 


HALF-YEARLY PROFITS STATEMENT 


There is a growing demand for the publica- 
tion by public companies of interim results 
in addition to the usual annual figures. Care 
will be needed to avoid drawing wrong con- 
clusions from these figures as past results 
have shown wide variations between the two 
six-monthly periods of any one year and be- 
tween corresponding periods of one year, 
compared with another. To meet the 
demand, your Directors have decided to 
publish the profits for six months to Septem- 
ber 30th, and a statement can be expected 
in November of each year in future. 


TRADING ACTIVITIES IN UNITED 
KINGDOM 


During most of the year, activity in the 
British Building Industry continued on a 
buoyant note, and sales of the Group’s 
gypsum products, viz., rock, plaster and 
plasterboard, showed a gratifying increase. 
On the other hand, we have had to bear 
increasing costs arising from the wage award 
which became operative in April, 1956, and 
increases in the prices of certain of our raw 
materials and services. Although, therefore, 
our selling prices fixed in July, 1956, have 
remained unchanged since that date, the 
impact of further wage increases recently 
granted, and other cost factors will have to 
be considered in relation to our future price 
policy. 

Highly competitive conditions continued in 
the felt industry during the year, and a 
further problem arose from the Suez crisis, 
which affected costs of the principal raw 
material in the production of felts, namely, 
bitumen, which is derived from oil. There 
was an immediate increase in the price of 
this commodity amounting to about 30 oe 
cent. Increased turnover, however, enabled 
our subsidiaries to show better results, and 
certain changes in our production methods 
which are on the point of completion should 
bring about further improvement. 


Trading conditions in the paperboard and 
paper section of C. Davidson and Sons 
Limited were reasonably stable. On the con- 
verting and packaging side, there was keen 
competition which had to be met by reduced 
margins, in order to maintain production 
levels. However, the various extensions which 
we have made in our plants have enabled us 
to increase our productivity, which has given 
rise to an overall improvement in the profit 
earned. 


Conditions in the motor and ship building 
trades have a considerable influence upon our 
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engineering subsidiaries, which have suffered 
from reductions in demand. The fall in the 
price of copper from well over £400 per ton 
in March, 1956, to below £250 by December 
last also contributed to our difficulties, since 
customers for those of our products using 
copper alloys, became extremely cautious in 
their buying. There are now some signs of an 
improvement in the trading position of these 
subsidiaries, 


OVERSEAS INTERESTS 


Western Gypsum Products Limited, 
Canada, continues to make satisfactory pro- 
gress and profits, although at the moment the 
Canadian Building Industry is quieter so far 
as demand is concerned. This is believed to 
be temporary. 


It continues to be the policy of your Board 
to increase further the Company’s investment 
in Canada, and to this end, in addition te 
extending and improving existing production 
units at Winnipeg ont Cleary our Canadian 
subsidiary has purchased a first-class site 
in Vancouver. We are now engaged in 
developing a market for our plasterboard in 
that area. 


As recently announced in the Press, we 
have completed negotiations to purchase an 
extensive gypsum deposit and also a com- 
pany producing rockwool insulation products. 
The gypsum deposit is situated in the eastern 
part of British Columbia and is well placed to 
supply our Calgary board plant. The com- 
pany acquired, Westroc Industries Limited, 
has a factory in the Vancouver area and its 
products are complementary to those of our 
subsidiary, Western Gypsum Products 
Limited. Arrangements have been made 
with our Canadian bankers for a loan to 
finance these purchases. 


Your Directors are satisfied that these 
acquisitions will broaden and strengthen the 
base of our operations in Canada and in due 
time should make a valuable contribution to 
our earnings. 


In Rhodesia, our small paperboard plant 
is making progress towards obtaining an 
adequate volume of local sales. The technical 
difficulties to which I referred last year have 
been overcome, so that the plant is now 
operating satisfactorily. 


The plasterboard plant built in Sweden 
by our Associated Company, Svenska Aktie- 
bolaget Gyproc, commenced production in 
March of this year and the prospects are 
favourable. Our Associate Companies in 
Eire, France, Italy and South Africa have all 
made good progress and the trading results 
are encouraging. 


Your Directors have recently decided to 
acquire a holding in a small company, 
Platriéres Modernes de Grozon, producing 
plaster in the eastern part of France. The 
Chairman of that company, Mr N. E. Brooks, 
is also Chairman of our other French Asso- 
ciate Company, Placoplatre S.A., which 
makes plasterboard, and we are thus assured 
that the interests of both these concerns will 
be well served. 


In Belgium we have taken a substantial 
minority interest in a new company, Gyproc- 
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Benelux, S.A., formed in collaboration with 
Eternit S,A., with the object of building a 
plaster-mill and plasterboard factory on a 
site already purchased near Antwerp. 


EXPORT TRADE 


The volume of our export trade has been 
reasonably maintained, but the _ steady 
development in European countries in the 
use of gypsum materials in the construction 
of buildings and houses has largely influenced 
your Company’s policy in participating in 
various projects overseas. Your Group today 
possesses a wide knowledge of this industry, 
and its experience and technical standing has 
enabled the Company to spread its interests 
abroad on a basis which has so far proved 
satisfactory, and should, in future, provide 
an increasing source of revenue. 


RESEARCH DEPARTMENT 


The scope and scale of our research work 
has been extended during the past year. 
Constant attention is being given to addi- 
tional applications for our existing products 
and the introduction of new ones. 


FUTURE PROSPECTS 


Almost all suppliers of materials to the 
British Building Industry have experienced 
some curtailment in orders over the past few 
months, and our Group has been no 
exception. To date, however, there are 
no signs that the reduction in turnovers will 
be unduly severe so far as our products are 
concerned. 


As an example of the new application of 
existing products, which we have recently 
developed, I would mention the introduction 
of a new system of roof construction which 
is the result of team work between our felt 
and gypsum companies and which involves 
the use of a poured gypsum concrete slab, 
plasterboard as a permanent form board, and 
a final covering of roofing felt. This system 
gives excellent fire protection as well as ful- 
filling the general requirements of a good 
roof. A notable advantage is the speed of 
construction. 


The gypsum plasterboard side of your 
Company’s business should benefit consider- 
ably from the Thermal Insulation (Industrial 
Buildings) Bill now before the House of 
Commons. The Bill commands the support 
of all sides of Parliament, of the architectural 
profession and, indeed, of all those profes- 
sional and business people who realise the 
necessity for conserving the nation’s fuel 
resources. 


Proper thermal insulation of industrial 
buildings can help a lot in this saving and 
also give economies in fuel costs to the 
owners or occupiers of the buildings. It very 
soon pays for itself. 


Plasterboard fixed in various ways can be 
shown to be one of the most efficient, econo- 
mical and fire-safe materials which can be 
used for lining roofs and walls. Now that the 
Bill has stimulated public opinion to consider 
and take advantage of the benefits arising 
from thermal insulation, your Company can 
look forward to an increase in demand for 
its plasterboard roof and wall linings for this 
purpose in the industrial field, which will tend 
to offset the fall in demand due to the lesser 
number of houses being built. 


The broad spread of our activities and the 
many measures involving considerable capital 
outlays which we have been taking over past 
years to improve efficiency should now stand 
us in good stead, and enable your Company 
to achieve satisfactory results in the current 
financial year. 
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PERSONNEL 


Reference is often made to the “ two sides 
of Industry,” a concept which is belied by 
the team work of Management and Personnel 
throughout our Group which has achieved 
such encouraging results during the past year. 
I would like to extend to all members of our 
organisation our congratulations and sincere 
thanks for their efforts. . 


THOMAS LOCKER & CO. 


(Manufacturers of woven wire, 
perforated metals, wirework and 
screening and handling plant 
and general engineers) 


CONTINUED STEADY PROGRESS 


The tenth annual general meeting of 
Thomas Locker & Company, Limited, was 
held on June 27th at the registered office of 
the company, Church Street, Warrington, 
Mr T. C. Locker, MA, MSc, AMIMechE 
(chairman and joint managing director), pre- 
siding. The following is his circulated state- 
ment for the year to March 31, 1956: 


During the year under review progress has 
steadily continued. Group sales and produc- 
tion are the highest in our history and a con- 
siderable advance éven on last year. More 
customers bought our products than in any 
previous period and almost all divisions of 
the group have shown increased activity. 


We continue to strive to hold selling prices 
as stable as possible in the face of continually 
increasing costs of raw materials and labour 
and this is now showing in our profit mar- 
gins. Particularly does this apply to overseas 
sales and no effort is being spared to increase 
the value of export orders and to meet the 
competition which we know will continue to 
be very active. Your Company has consider- 
ably expanded and broadened its structure 
during the past five years and I am confident 
this policy has been a correct one. I am 
equally confident that, subject to no major 
economic set-backs, we must consider further 
expansion during the years ahead. 


NEW PROCESSES AND TECHNIQUES 


Modernisation and expansion are con- 
tinuing features of the business and in 
modernisation I include not only the constant 
replacement of old machines by new and 
more efficient ones, but also the adoption 
of new processes and new techniques with 
which we must keep abreast in the highly 
competitive conditions of today. Further new 
equipment is planned and it is certain that 
considerable expenditure will have to take 
place in the not too distant future. 


The current year’s prospects are even more 
inscrutable than usual but I can report that 
our order books show an encouraging picture 
and the Board looks forward, with confidence, 
to a further expansion in sales. 


At the close of this Financial Year Mr C. 
Newton, who has been associated with the 
Company for many years, first as Secretary 
and later as a Director, found it necessary to 
resign from the Directorate owing to his 
increasing commitments. The Board 
appointed Mr B. J. Pitchford, who for some 
years has been one of our principal execu- 
tives, to fill the vacancy and you are asked to 
confirm his appointment. 


I have once more to record our gratitude 
to the members of the Staff at all levels, both 
at home and overseas, for their unstinted 
efforts during an exacting year. 


The report and accounts were adopted. 
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ATLAS ELECTRIC AND 
GENERAL TRUST, 
LIMITED 


RESULTS EXCEED EXPECTATIONS 


The forty-ninth annual general meeting of 
the Atlas Electric and General Trust, 
Limited, was held on June 27th in London. 


The Right Honourable Lord Remnant, 
MBE, chairman, in the course of his speech, 
said: When I addressed you a year ago I 
was well aware of the many difficulties which 
appeared at that time to make the investment 
of large funds a doubtful and even hazardous 
undertaking. There were many unfavourable 
circumstances and many factors which might 
militate against the success of an investment 
policy, so much so that I could see no field 
of investment outside North America which 
might not be a source of anxiety. Had I been 
able to foresee the momentous events arising 
in the Middle East in the Autumn I might 
well have refrained from voicing even the 
cautious optimism which I then expressed. 


It is the more remarkable, therefore, that 
the results of the year have turned out so 
much better than could have been foreseen 
at that time. Revenue has proved to be 
buoyant and the Trust’s portfolio of invest- 
ments, judged by its capital value at the end 
of the year, has maintained and even 
improved its high quality. 


Whereas the book value of our investments 
has increased by no more than £285,000, the 
market value has increased by no less than 
£1,652,000. The appreciation over book cost 
is £6,551,000, or 58.64 per cent. But for the 
fact that a part, viz. £1,175,000, of the Capital 
Investment Reserve was capitalised in 1955, 
the apprecjation would have been 77.28 per 
cent. 


TEN-YEAR RECORD 


The Ten-Year Record of the Company is 
one of which your directors are proud. Both 
the gross income and the net revenue have 
trebled during the last decade, in which 
period only one and a quarter million pounds 
of new money has been raised. The net asset 
value of the £1 Ordinary Stock Units has 
increased from 35s. 8d. to 54s. 6d., but as a 
free capitalisation issue of two shares for every 
five previously held was made in 1955, the 
comparable figure is not 54s. 6d. but 76s. 3d. 
We have not included in our Ten-Year 
Record the Stock Exchange quotation of the 
Ordinary Stock but, as a matter of interest, 
it was 14s. 6d. at March 31, 1948, 37s. at 
March 31, 1957, and is 46s. 3d. now. The 
latter figure, having regard to the free issue 
in 1955, is the equivalent of 64s. 9d. for every 
original £1 unit. 


As opportunity offers, we are reducing our 
holdings in those countries which show a 
disinclination to give fair treatment to British 
capital. It is not uncommon for such 
countries to pay lip service to fair dealings 
while their actions fall far short of it. Capital 
is and will continue to be required for the 
development of under-developed countries, 
but it will not be forthcoming unless there is 
evidence that the borrowers will honour their 
obligations. 


I am able to tell you that the current year 
has begun well, our gross income for the first 
two months showing an increase of about 6} 
per cent over the corresponding period of the 
previous year. I should not like to forecast 
that that rate of growth will be continued 
throughout the year but, given freedom from 
major national and international upheavals, 
the results of the year from the revenue point 
of view should be satisfactory. 


- The report and accounts were adopted. 
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THE ECONOMIST JULY 6, 1957 


The Annual General Meeting of The 
Mercantile & General Reinsurance Company 
Limited will be held on July 23, 1957, at 
the Company’s Chief Office at Moorfields 


House, Tenter Street, Moorgate, London, 
E.C.2. 


The following is a statement by the Chair- 
man, Mr Hugh Kenneth Goschen, which has 
been circulated with the Report and Accounts 
for the year ended December 31, 1956: 


Before dealing with the Accounts for 1956, 
I have to tell you of the appointment in May, 
1957, as a Director of our Company, of The 
Honourable Hugo Money-Coutts. We wel- 
come him to our Board and look forward to 
the help and advice which we know he will 
give ‘us. 


To those of you who have read the state- 
ments of the Chairmen of some of the great 
British Insurance Companies and studied 
their accounts, it will come as no surprise 
that this year we have to report an under- 
writing loss—aid a considerable one—in the 
Fire and Miscellaneous Account. "Much of 
this loss is due to the support which we gave 
to our Canadian Subsidiary Company. That 
Company suffered severely, like almost every 
insurance company in Canada, in a year of 
heavy losses. At the same time our Canadian 
Company was putting on fresh business 
necessitating a proportional increase in the 
strong reserves which are required under 
Canadian law. We also have had to provide 
for a depreciation in the value of Canadian 
Bonds. Steps are being taken in Canada, we 
believe, to bring some of the premium rates 
more into line with reality, but it seems likely 
that 1957 also will result in a deficit and 
we will no doubt again have to give support 
to our Company there. All the time, how- 
ever, we are building up a business and a 
goodwill with our friends in Canada which 
we hope will, in the long run, bear fruit. 


The gross Fire premium income for the 
year under review again showed a healthy 
development, as only a part of this need be 
ascribed to the revival of inflationary trends. 
This development was reflected in a welcome 
increase in the net Fire premium income. 
With- the notable exception of Canada, the 
results were generally good and had it not 
been for the loss on our Canadian operations, 
the Fire Account would have closed with a 
satisfactory margin of profit. 


The premium income of the Accident 
Department has shown a further expansion, 
but unfortunately the underwriting experi- 
ence as a whole has resulted in a loss. This 
was not unexpected in view of the unfavour- 
able experience through which Accident busi- 
ness generally is passing at the present time. 
Workmen’s Compensation Insurance has 
again been adversely affected by the frequent 
changes in the scales of benefit payable under 
the Acts in Australia and New Zealand. 
Public Liability business has also resulted in a 
severe deficit during the past year. Burglary, 
Personal Accident, Fidelity Guarantee and 
other Miscellaneous Sections have shown 
greatly reduced profits, partly due to a 
hardening in the claims experience, but also 
due to further rate reductions. Then there 
is the Motor business which in almost every 
country, but especially in Canada, has given 
us a substantial loss. This, I feel, is a cause 
for grave concern. Whilst there has recently 

en some increase of premium rates, we still 
do not believe that these will be sufficient to 
enable the business to break even. The result, 
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of course, is 
continue to have to subsidise the Motor 


that other branches will 
Account : 
too long. 


To these branches of our business there 
is now added the risks which we are prepar- 
ing to reinsure for the hazards arising out 
of the development of nuclear power and 
the industrial use of atomic energy. This 
business is creating an important new field 
of insurance having its own special char- 
acteristics and problems. Our Company has 


undertaken to play its full part in this new 
sphere of activity. 


In the Marine Department there has been 
a marked development and broadening of the 
Account. This is very encouraging at a time 
when the general trend is towards a lowering 
of the level of premiums. The general claims 
experience shows a further hardening, as 
anticipated last year, although this can be 
partly ascribed to the high incidence of 
major casualties in 1956 and in particular, of 
course, to the loss of the Andrea Doria, of 
which we bore our full share. The balance 
of the closed Accounts is left in the Fund, 
which we are confident can meet all demands 
made upon it. 


Once again I can report great achievements 
by the Life Department with a further record 
of new business exceeding £25 million. This 
is a real milestone in the Company’s history. 
It reflects great credit on our Actuary and 
his staff. The net sums assured for 1956 
amounted in fact to £25,515,462, compared 
with £20,974,380 for 1955. The premium 
income now exceeds £2 million, and has in- 
creased by 25 per cent during the year. Our 
claims experience was heavier than in 1955, 
but there was a reasonable profit from 
mortality. A further improvement in the 


interest yield on our Life investments was 
achieved. 


Our organisation for underwriting sub- 
standard risks has been active, and towards 
the end of 1956 a further step was taken by 

reparing for the inauguration of a Pool 
for proposers with a history of coronary 
disease. The “Coronary Pool ” commenced 
operations on January 1, 1957. The Diabetic 
and Blood Pressure Pools were well sup- 

rted. We hope that more of the British 

ife Offices will bear in mind that these 
facilities are now available to them. If more 
proposals are offered to the Pools, our 
experience will be widened and the statistics 
will be more valuable. Our service for heavy 
substandard risks all over the world has been 
greatly valued and a substantial number of 
reassurances are now in force. Our experi- 
ence of diabetic and blood pressure risks, and 
also those accepted in the heavy substandard 
group, so far has been satisfactory. 


Last year I referred to the nationalisation 
of Life business in India: the effect of the 
loss of our many Indian treaties will not be 
seen until 1957. Political events in Egypt 
will also now affect our business. Although 
we are making more intensive efforts to build 
up business elswhere, especially in Australia 
and Canada, the loss of new business in India 
and Egypt, countries which we have been 
regularly visiting for a number of years, will 
be considerable. 


You will see from the Balance Sheet that 
the total investments and loans of the Com- 
pany again show a considerable increase, 
being approximately £1,912,000 more than 
the sum invested at the close of the previous 
year. While the major part of our funds is, 
of course, held in the United Kingdom, we 


in my opinion this has gone on far 
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now have large sums invested overseas to 
cover our currency liabilities. It is interest- 
ing to note that, as in this country, many 
of the overseas investments have been subject 
to depreciation due also to the same move- 
ment towards higher interest rates which is 
taking place in so many parts of the world. 
In the United Kingdom we have, during the 
year, taken advantage of the relatively high 
interest rates to make additions to our deben- 
ture holdings. We have also increased our 
equity holdings, both in the United Kingdom 
and in North America. Although the market 
prices of fixed interest securities and the 
average values of ordinary shares depreciated 
during the year, I am glad to be able to 
report that the market value of our invest- 
ments as a whole at December 31, 1956, was 
considerably in excess of the amount at which 
they appear in the Balance Sheet. I should 
mention that certain of our assets in Egypt 
have been affected by the action of the 
Egyptian Government in sequestrating 
foreign assets. The amount involved is, how- 
ever, small, and as it is not material in 
relation to ‘the reserve available, we do not 
consider it necessary to make any adjustment 
in the Accounts until such time as the 
present obscure position is clarified. 


The only other item in the Balance Sheet 
calling for special mention is the increase in 
the investment in Subsidiary Companies. 
This arises from the setting up of our Aus- 
tralian Company, to which I referred last 
year. The Australian Company began opera- 
tions on November 30, 1956, and we hope 
that in time this will develop into a valuable 
organisation providing a useful and immedi- 
ate service to our many good friends in that 
great and progressive country. 


So we come to the overall result for the 
year—a substantial loss on underwriting in 
the Fire and Miscellaneous Account, but 
one which we can nevertheless absorb out 
of our interest earnings without drawing on 
any of the reserves which we have been at 
pains to build up in more profitable years. 
We can recommend with confidence the same 
dividend as last year, with but a small reduc- 
tion in the amount carried forward on Profit 
and Loss Account. 


The past year, as you will observe, has 
been fraught with some difficult problems in 
underwriting. But—and this is fundamental 
to insurance business—one year cannot be 
judged in isolation. The whole essence of 
our business is to assist in evening out the 
bad experience. This means—and it is an 
essential factor in achieving success in our 
endeavours—that in good times we should 
accumulate substantial reserves for the pur- 
pose of giving this support. The introduc- 
tion of coverage against atomic risks and the 
many as yet unknown dangers inherent in 
this business makes the existence of such 
additional resources more vital to us than 
ever. Yet, as the law stands at present, we 
are required 10 pay tax on any such addi- 
tional reserves which in common prudence 
we may deem it right to set aside. We like 
to hope that our Taxation Authorities will 
see how necessary it is to have these strong 
reserves, yet how difficult they make it for 
us to accumulate them. On the Continent, 
I understand, a more enlightened attitude is 
adopted in this respect. 


In spite of a year of unprofitable results in 
some sections, we are far from being pessi- 
mistic as to the future. The success of a 
business, we are often told, depends on the 
ability, energy and initiative of those who 
work in it. It is just because that is so true 
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that I feel we can face the future with confi- 
dence. Mr Calburn, our General Manager, 
has under him a team of experts well quali- 
fied in their technical knowledge and, to back 
them up, a hardworking and highly com- 
petent staff. In September, 1957, the 
Company will have completed fifty years 
since incorporation. We hope with the next 
Accounts to publish some notes on what has 
been done during this period and on some 
of those who have contributed to the Com- 
pany’s considerable achievements. 


ENGLISH & CALEDONIAN 
INVESTMENT COMPANY 


SCRIP ISSUE PROPOSALS 
APPROVED 


The thirtieth annual general meeting of 
English and Caledonian Investment Com- 
pany Limited was held on June 28th in 
London, Mr Henry D. Simpson presiding in 
the absence of Mr Henry S. Loebl (the 
Chairman). ; 


The following is an extract from the chair- 
man’s circulated statement: 


The book value of the investments as at 
March 31, 1957, was £1,313,465, compared 
with £1,322,618 at the end of the previous 
year. The market value of the investments 
at March 31, 1957, was, however, £2,963,834, 
which showed an appreciation over the 
value of £1,650,369, or expressed as a per- 
centage 125.65 per cent, against 110.75 per 
cent at March 31, 1956. 


The total income for the year was 
£173,959, compared with £159,445 for the 
previous year, an increase of £14,514 or 9.1 
per cent. The net revenue was £146,275, 
compared with £131,776, and after charging 
taxation and the Preference dividend for the 
year, the amount earned on the Ordinary stock 
as increased to £350,000 was 37.35 per cent, 
against 38.42 per cent on £300,000 ordinary 
stock for the previous year. 


The directors recommend the payment of 
a final dividend of 20 per cent, making a 
total of 28 per cent for the year, being the 
same rate paid for the previous year on the 
smaller capital. 


CAPITALISATION PROPOSALS 


Since the closing of the accounts for the 
past year it has been decided to transfer the 
sum of £350,000 from the Contingency Fund, 
which Fund comprises the surpluses on the 
realisation of securities, to a capital reserve as 
a preliminary to capitalising that amount and 
issuing to ordinary stockholders 350,000 
ordinary shares of £1 each as fully paid in 
the proportion of one new share for every 
£1 of ordinary stock held at the close of 
business on June 7, 1957. The consent of 

Treasury to this issue has been 
obtained. 

It is proposed also to reconvert the existing 
ordinary stock into shares of £1 each and 
then to sub-divide the whole of the £1 
ordinary shares in issue into ordinary 
shares of 5s. each. The object of the 
proposed capitalisation of reserves is to 
bring the capital of the company more nearly 
into line with the underlying assets and the 
sub-division of the shares is intended to 
increase their marketability. 


The report was adopted. 


The proposed capitalisation and scrip fssue 
were approved and the change in the capital 
structure was sanctioned. 
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SUEZ CANAL COMPANY 


RIGHT TO COMPENSATION ESTABLISHED 


M. FRANCOIS CHARLES-ROUX ON STEPS TO 
ENSURE FUTURE SURVIVAL 


At the Annual General Meeting of the 
Suez Canal Company held on June 25th, in 
Paris, M. Francois Charles-Roux, the Presi- 
dent, said that in April and May last the two 
Chambers of the French Parliament passed 
an Act stipulating that a Foreign Law could 
be of no effect in France against the Suez 
Canal Company which was a Company 
formed in Paris, in 1858, under French com- 
pany law in force at the time. 


The consequences of that French enact- 
ment were far reaching because in practice 
the provision contained in it, although obvi- 
ously having legal force in France only,’ was 
none the less valuable as an example, and 
even as a precedent, to the Governments of 
all countries where the Suez Canal Company 
held assets, particularly in Great Britain, the 
United States and Switzerland. There was 
no need for him to stress that point : Share- 
holders would appreciate the importance of 
it. 

That same French enactment, in addition 
to confirming the Suez Canal Company’s 
lease of life under the name it had always 
borne not without distinction—had lent 
force to the Board’s intention of amending 
the Company’s Articles of Association to con- 
form to the French Law of 1867, and subse- 
quent amendments to that law. Apart from 
that, other changes dictated by circumstances 
were being made to those Articles for the 
purpose, in particular, of broadening the 
objects of the Company. 


By amending the Articles without changing 
its Own entity on that account, the Suez 
Canal Company would be strengthening its 
legal position, both now, for the immediate 
tasks still confronting it, and in the future, 
for new undertakings which the Company 
might later engage in. 


The immediate tasks now facing the Suez 
Canal Company related mainly to compensa- 
tion. The Directors were giving that matter 
their close attention. 


They had laboured unremittingly to safe- 
guard the Shareholders’ interests and vindi- 
cate their Company. Information on that 
point was given in a brochure which the 
Board had arranged to issue and which fol- 
lowed on from a previous one issued in Oct- 
ober, 1956. This publication, however, gave 
only a very incomplete idea of the Board’s 
activities for obviously the innumerable 
approaches made and talks held could not be 
recorded in it. 


Although the results they had to show 
were a poor return for their effort, at least 
they had not been negative. 


MAIN FACTS OF PRESENT SITUATION 


The President said that the main facts of 
the present situation were as follows: 


The Suez Canal Company’s right to com- 
pensation had been established by the 18 
Powers who signed the statement issued by 
the London Conference at Lancaster House 
and later endorsed by the Member States 
of the Security Council of the United 
Nations. That right had been again re- 
affirmed by the French Foreign Minister 
before the Security Council and had not 
been contested by anyone. It had been 
repeatedly upheld by Her Britannic Majesty’s 
Government, and still was, as unreservedly 


as it was by the French Government. The 
Government of the United States upheld it 
also. The consecutive statements made on 
the subject had placed compensation of the 
Suez Canal Company among the items com- 
prised in a general settlement of the Suez 
question. Furthermore, in a document 
placed on record at the General Secretariat 
of the United Nations, the Egyptian Govern- 
ment itself referred to “ claims and compen- 
sation” arising from its Law of July 26, 
1956, and from the arbitrary action taken to 
enforce that Law, and stated that recourse 
would be had to international arbitration 
should direct agreement not be reached by 
the parties concerned. 


The President added that it now remained 
for the question of compensation to be 
translated into the realm of fact. In other 
words, to arrive at a practical arrangement 
they must first have recourse to negotiation 
and later to arbitration if negotiations failed 


to produce an agreement. That was the next 
task. 


The Board was ready to approach it in the 
commonsense spirit which the subject re- 
quired, but none the less without departing 
from the firm attitude the Directors had 
constantly maintained during the last 11 
months. They were relinquishing none of 
the positions they had been led to take up, 
relying on the force of Shareholders’ rights, 
and they were strengthened in that resolve 
by the reservations made by most users 
of the Canal when paying transit dues 
into Egyptian coffers: “Under reserve 
or under protest.” They could not in 


that respect be more accommodating than 
third parties. 


POLITICAL JUNGLE 


Continuing, the President said that the 
cause they were fighting for and would con- 
tinue to fight for with unabated vigour 
exceeded the bounds of private interests. It 
involved integrity and mutual trust in inter- 
national relations, the essential minimum of 
security required for foreign investments and 
even the conditions whereby a State in which 
foreign capital was invested could hope to 
re-establish its external credit. 


Some foreign diplomats had said to him : 
“My country has no Suez Canal share- 
holders among her citizens, it is therefore a 
matter of indifference to my government 
whether your Company remains a victim of 
plunder.” The President said that this was 
a short-sighted view. No government could 
be indifferent to armed plunder being set up 
as the law of a kind of political jungle. It 
was even in the plunderer’s interest to com- 
pensate his victim in order to regain the 
confidence of bankers abroad who were, as 4 
class, less accommodating than their govern- 
ments. 


Thus, even if the Suez Canal Company’s 
cause was restricted by difficult circumstances 
to the narrow field of a financial battle, it 
was at one with the common interest of the 
world at large. 


The Company’s Annual Report, in English 
or in French, can-be obtained on application 
to the London Office, 6 Bishopsgate, London, 
E.C.2. 
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GUEST, KEEN & NETTLEFOLDS 


MR K. S. PEACOCK REVIEWS WIDESPREAD ACTIVITIES 


The fifty-seventh annual general meeting 
of Guest, Keen & Nettlefolds, Limited, was 
held on June 27th at Birmingham, Mr K. S. 
Peacock (chairman and managing director) 
presiding. 

The following are extracts from his circu- 


lated Statement for ,the 52 weeks ended 
December 29, 1956: 


Last year, in advising you of the reacquisi- 
tion of John Lysaght’s Scunthorpe Works 
Limited and Brymbo Steel Works Limited, 
I told you that further capital expendi- 
ture was contemplated at both works. 
During the early part of 1956 a review was 
made of the estimated requirements of the 
Group in all classes of steel, together with a 
study of future likely requirements up to and 
including the year 1965. At the same time a 
national review of the position was being 
made by the Government, the Iron and Steel 
Board and the British Iron and Steel Federa- 
tion. 


After much consideration your Board 
decided that it was necessary to approve a 
new development scheme for the purpose of 
increasing the output of coke, pig iron, steel, 
billets and wire rods at the works of John 
Lysaght’s Scunthorpe Works Limited. The 
scheme includes additional coke ovens, sinter 
plant, a new blast furnace and additional roll- 
ing mill plant. The expenditure entailed is 
some £13,250,000 to be spent over the next 
three to four years. It is anticipated that the 
whole of the increased output will be 
required within the Group. Much of the 
expenditure will be for the specific purpose 
of improving efficiency and lowering produc- 
tion costs as well as to secure a planned 
increase in Output. 


STEEL REQUIREMENTS 


The review of steel requirements also 
revealed that the use of alloy steels within the 
Group would continue to grow and it was 
decided that the best use of Brymbo Steel 
Works Limited could be made by concentrat- 
ing on the production of steels in electric 
furnaces. This necessitates the scrapping of 
the existing open hearth shop which is out of 
date and installing additional electric fur- 
naces. The cost of this development will be 
approximately £1,750,000 and should be 
completed in 1958. 


Both these schemes will contribute to the 
national position in that they will produce 
increased quantities of steel on a more 
efficient basis. 


The capital expenditure sanctioned by the 
Board. and outstanding at the end of the 
year was £30,300,000, which of course in- 
cludes the two schemes mentioned above. 
Your Board consider that it is essential to 
Maintain the continuing modernisation and 
development of all our concerns and in 
accordance with this policy the considerable 
total of £11,570,000 was expended on Capital 
Account during 1956, and it is expected that 
this rate of expenditure will not lessen over 
the next three to four years. 


OFFER TO STOCKHOLDERS 


A substantial part of this expenditure will 
be financed from depreciation to be set aside 
in the future, as it is estimated that over the 
next three or four years the depreciation pro- 
vision will not be less than £6,500,000 per 
In order that the balance of the 


annum, 


AT HOME AND ABROAD 


expenditure shall be fully covered, and to 
provide further working capital for increased 
trading, it is considered necessary to intro- 
duce new capital into the business and your 
Directors therefore propose to raise approxi- 
mately £16 million. Application has been 
made to the Capital Issues Committee and, 
subject to consent being granted (subse- 
quently granted on May 17, 1957), it is in- 
tended that an offer will be made to Ordinary 
Stockholders giving them the right to sub- 
scribe for ordinary shares at an appropriate 
price in the proportion of three new ordinary 
shares for every ten units of stock held. This 
will involve an issue of 6,941,337 ordinary 
shares which will be immediately converted 
into stock. To enable this issue to be made it 
will first be necessary to increase the Com- 
pany’s authorised capital and it is proposed 
to ask Stockholders to pass the necessary 
resolution at the forthcoming Annual General 
Meeting on Thursday, June 27. 1957. The 
Board have decided to recommend a final 
ordinary dividend of 10 per cent, making a 
total of 134 per cent for the year, an increase 
of 14 per cent. 


The results for the year are again good but 
it must be recalled that on this occasion they 
include the profits for the full year of John 
Lysaght’s Scunthorpe Works Limited and 
Brymbo Steel Works Limited, as compared 
with only one month’s profits of these con- 
cerns in the 1955 Accounts. 


PROFITS MAINTAINED 


The profits of all the Steel Companies were 
well maintained, in spite of the effect of the 
maintenance craftsmen’s strike and other in- 
creasing costs which were not recovered by 
price alterations until December, 1956, and 
then only to a limited extent. There was, 
however, a small decline in the results of the 
Engineering side of the business due to re- 
ductions in profit margins, the recession in 
the motor trade and thé effect of Government 
policies generally. On the other hand the 
profits from our Overseas Companies con- 
tinued to expand and made a substantial con- 


tribution to the results of the Group as a 
whole. 


It is difficult to assess the future. 
demand on the steel works in 
continues on a satisfactory basis. The 
Engineering section of our business, for 
the same reasons as applied in 1956, has 
operated for the first four months of 1957 
on a lower level of profit than during the 
same period of 1956, but there are now some 
signs of improving activity. There are, how- 
ever, encouraging prospects of still better 
results from most of cur Overseas Com- 
panies. Whilst the comtinued prosperity of 
our Group largely depends on_ general 
economic conditions, its strength lies in its 
widespread activities both at home and 
abroad. 


The 
1957 


STEEL COMPANY OF WALES INTEREST 


No doubt Stockholders will have seen in 
the Press that in March, 1957, your Board 
decided to take up 2 million shares of £1 
each at par in The Steel Company of Wales 
Limited. Prior to nationalisation of the Iron 
and Steel Industry, your Company held a 
substantial interest in The Steel Company of 
Wales Limited through your subsidiaries 
John Lysaght Limited and Guest Keen Iron 


and Steel Company Limited, who were 
founder shareholders in that Company. It 
should also be appreciated that the GKN 
Group is a large purchaser of supplies of 
flat rolled products from The Steel Company 
of Wales Limited and in turn supplies them 
with considerable quantities of steel in the 
form of sheet bars. 


The GKN Group Research Laboratory 
has grown substantially in the ten years since 
it was established. We now have a well- 
qualified team increasingly aware of Group 
requirements and able to contribute effec- 
tively to technical advancement of the Group. 
It was undoubtedly a wise d&cision to site 
the Laboratory in the Midlands close to a 
large number of the production units, but not 
in immediate contact with any of them. The 
establishment of this organisation, in. first- 
class buildings, has proved most beneficial 
to the GKN Group. The provision of 
direct services by the Laboratory to Group 
Companies is recognised as important and 
local works laboratories receive help on those 
day-to-day problems which are beyond the 
scope of their facilfties 


_ The steady increase in the calls on the 
information services from all levels of 
management is a tribute to the services they 


provide, and these are not limited to purely 
technical matters. 


RECRUITMENT AND TRAINING 


Recruitment and training is a vitally im- 
portant field and in this connection the 
Group is reacting strongly to changed cir- 
cumstances. During the year the advisory 
committee appointed by the Board for the 
purpose has evolved a policy and initiated 
arrangements to ensure in the future that 
men of appropriate skill, knowledge and ex- 
perience are available whenever and wherever 
they are needed in the Group. To this end 
certain principles are being followed. Re- 
cruitment must be geared to the country’s 
changed educational system and to a forecast 


-of the Company’s requirements at all levels ; 


basic training, particularly the various types 
of apprenticeships, must be sound and in 
accordance with the best current practices ; 
formal instruction and practical experience 
must be carefully blended ; the best possible 
use must be made of existing staff, and those 
who are capable of development must be 
provided with appropriate training oppor- 
tunities. Advantage will be taken of the 
great size of the Group and the diversity of 
process and product to ensure that men with 
comprehensive training and variety of ex- 
perience emerge to lead the constituent com- 
panies. The implementation of the plans 
based on these principles is in hand and 
will, it is confidently expected, ensure that 
the Group as a whole will in due course be 
able to meet all the requirements made upon 
it. Ata time of rapid technological develop- 
ment, when the need for increased produc- 
tivity is as urgent as ever and when the 
problem of labour relations seems to grow 
more complex, a career in industry in this 
country surely provides a most stimulating 
challenge to the best of those emerging from 
our schools and universities. 


The report was adopted and a resolution 
was passed increasing the capital of the com- 
pany to £50 million by the creation of 
15 million additional Ordinary shares of £1 
each. 
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THE AMALGAMATED PRESS LIMITED 


THE HONOURABLE MICHAEL BERRY’S STATEMENT 


The following are extracts from the State- 
ment of the Chairman, The Honourable 
Michael Berry, MBE, TD, circulated with 
the Report and Accounts for the year ended 
February 28, 1957, to be submitted to the 
annual meeting of the Company on July 25th. 


The gross profits of The Amalgamated 
Press Group for the year fell by £623,000. 
From the Consolidated Profit and Loss 
Account it will be seen that the profit after 
all charges except taxation was £4,140,000. 
This compares with £4,763,000 for the pre- 
vious year. As was stated in the preliminary 
announcement, the greater part of the drop 
was attributable to the printing stoppage to 
which I shall refer in more detail later on. 
Unless one is forced out of business alto- 
gether, it is impossible to be precise in esti- 
mating the cost of a temporary stoppage. 
As an approximation, however, we estimate 
the figure at not less than £500,000. 


After taxation the fall in Group profits was 
£445,000, from £2,278,000 to £1,833,000. 
This fall would have been considerably less 
had we not had in the previous year £100,000 
more in Double Taxation Relief and in taxa- 
tion provisions of former years which were 
no longer required. 


On the Ordinary and “A” Ordinary 
shares we propose to pay a final dividend of 
15 per cent, making a total of 22 per cent, 
as last year, in all absorbing, together with 
the Preference dividend, £636,000. 


Retained for revenue reserves are £590,000 
in the parent company and £606,000 in our 
subsidiaries. The total added to reserves is 
thus £1,196,000, against £1,621,000 for the 
previous twelve months. 


In the Consolidated Balance Sheet the 
excess of Current Assets over current 
Liabilities is £12,396,000 compared with 
£12,653,000 last year. The decrease is 
accounted for by the large development plans 
in course of being carried out both in the 
parent Company and in several of its sub- 
sidiaries. 

The Balance Sheet shows capital commit- 
ments of £4,720,000 still outstanding. Of 
this £350,000 is for our new building in 
Farringdon Street and £2,470,000 is for a 
large extension to our printing facilities. 
This extension when completed will enable 
us to use considerably more full colour and 
photogravure in our publications. Our sub- 
sidiaries have firm commitments of 
£1,900,000. The major part is in respect of 
contracts placed for the new machine being 
installed at The Imperial Paper Mills, and 
for this a further £1,700,000 will eventually 
be required. 


TRADING OF THE YEAR 


The year under review was exceptionally 
difficult. Our trading results during the first 
few weeks were disrupted by the London 
printing wages dispute which stopped the 
publication of many of our periodicals and 
magazines. Twenty-three weeklies and six 
monthlies were temporarily discontinued. 
The parent Company alone lost a total sale 
of nearly fifty million copies during this 
period, and the loss of advertisement revenue 
was of course also very serious. 


This setback forced us to spend, in addi- 
tion to normal, very large sums on publicity 
and sales promotion to restore circulations 
when production was resumed. The increase 
in expenditure incurred for this purpose was 
the more imperative because a number of 
our direct competitors, who were printing 


their papers outside London, continued to 
publish without interruption. I am glad to 
report that our comprehensive and extensive 
campaign to regain the lost ground was more 
successful than we anticipated. Although 
circulations of some of our publications have 
not been fully regained, the aggregate loss -in 
sales was not so great as expected. It isa 
considerable consolation that from this un- 
happy affair we have reaped the proof of the 
loyalty and devotion. of our readers to our 
weekly and monthly papers. 


ADVERTISEMENT REVENUE 


For the first time in fifteen years there was 
a fall in revenue from advertisements. Even 
so, I would point out that the total reached 
has been exceeded on only two previous 
occasions in the history of the Company. 


Besides the stoppage, other significant fac- 
tors which have contributed to the decline 
in advertisement income are, firstly, the 
emergence and rapid growth of commercial 
television, and, secondly, the suspension of 
newsprint rationing. The impact of commer- 
cial television has materialised. The novelty 
value of this new medium continues to 
appeal to the advertisers and they are spend- 
ing more of their appropriations in that 
direction. 


MAGAZINES FOR WOMEN 


As I have previously given proof, our 
women’s~ magazines and periodicals have, 
through the years, gained the support and 
confidence of vast multitudes of people all 
over the country. With their particular 
appeal to the housewife these magazines are 
built on the idea of service to women and the 
home. They have had, and continue to have, 
a great influence on the culture and living 
standard of the nation, and on its health and 
good taste. As a market-place for the adver- 
tiser they are pre-eminent, and this fact is 
readily realised by advertising agents and 
their clients. 


I single out for special notice our two big- 
selling weeklies—Women’s Weekly and 
Woman's Illustrated. These have continued 
to hold their strong positions in what is with- 
out doubt the most highly competitive field 
of magazine publishing. Woman and Home, 
the largest-selling monthly magazine for 
women in the country, has retained its lead 
in circulation which is a long way in front of 
its nearest rival. Home has increased its sales 
during the year and advertisers are realising 
more and more that this magazine is provid- 
ing a highly profitable means for reaching the 
family purse. 


Woman’s Fournal has held its strong leader- 
ship among quality publications. It con- 
tinues to command a large circulation and is 
recognised as an extremely attractive proposi- 
tion to advertisers. Wife and Home and My 
Home have both done well. In October last 
we restyled Woman and Beauty and changed 
the printing from letterpress to photogravure. 
As a result of this move sales have advanced 
and advertisement revenue has been consider- 
ably increased. 


KELLY’S DIRECTORIES LIMITED 


Kelly’s Directories Limited were affected 
by the printing stoppage in the same way as 
the parent Company. The immediate impact 
was, indeed, even more severe. 


Kelly’s principal subsidiary, Associated 
Tliffe Press Limited, publishes thirty-five 


technical papers, each of which is a news- 
paper to the trade which it serves. It was 
thought essential, therefore, that these pape: 
should be continued in spite of the stoppage, 
even though the decision involved greater los; 
than supine suspension. Only one of Iliffe’; 
titles failed to appear in some form or other 
during the five weeks of the dispute. 


Notwithstanding these special difficulties 
the advertising revenue of Associated Iliffe 
Press and its subsidiaries created a new high 


- record and sales revenue was likewise in- 


creased. Higher costs, however, more than 
balanced higher revenue. 


The operations of Kelly’s Directories them- 
selves suffered less severely and the consoli- 
dated profits of the group showed what, in 
the circumstances, was not an unsatisfactory 
contraction from £1,380,000 to £1,141,000. 


One new directory was acquired during the 
year while our most important publication in 
this field, the Post Office London Directory, 
achieved a record number of pages. 


THE OUTLOOK 


In the current year we hardly expect to 
meet a more difficult series of problems than 
those which have confronted us during the 
past twelve months. Nevertheless, the future 
is full of uncertainties and in the main the 
picture is similar to the one I have just 


- described to you in my review of last year’s 


operations. For example, there is no doubt 
at all that higher production costs will con- 
tinue and will make further inroads into our 
profit margins. The pressure of competition 
for bigger sales of magazines and periodicals 
will tend to expand rather than diminish. The 
still sharply increasing audience of commer- 
cial television will make further cuts into 
aggregate reading time, and it must be ex- 
pected that it will seek to step up its appeal 
to the advertiser. : 


Here I have mentioned only three of the 
many complex factors with which we shall be 
involved during the coming months; and 
these factors give birth to a large number of 
problems to which there are no_ simple 
answers. Therefore, you will readily under- 
stand why I view the outlook with caution. 
But [ am confident that the Group, with its 
widely spread interests, is well equipped to 
hold its own in any but the most abnormal 
circumstances, 


As I have said before, the chief purpose of 
our business is to improve and expand our 
existing publications in every way we can, and 
to bring out new ones. But in these days the 
price of progress is very expensive. Better 
production and the securing of bigger circula- 
tions demand lavish spending. In fact, pro- 
gress in publishing has reached a pitch where 
it can be frustrated by its own costliness. 
Continual cost increases are loading the dice 
against development. Quite apart from the 
considerable financial outlay needed, the paper 
and printing bills alone are so high that they 
are usually too prohibitive to be practicable 
when considering the starting of new publica- 
tions. This is not a healthy position, but I 
assure you we shall not overlook any opportu- 
nity to develop our business during the 
current year. You will realise from these 
remarks that in the present year hard facts 
and maybe hard remedies will have to be 
faced. Face them we will, with confidence, 
experience and resolution. 

In closing this review of your Company's 
affairs, it gives me the greatest of pleasure to 
pay a special tribute to all our executives 
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and employees throughout the Group for their 
loyal service and co-operation during the past 
year. On your behalf and my own I extend 
to them our warm thanks and appreciation 
for all the splendid work they have done. 


A. GOLDBERG & SONS 
LIMITED 


ANOTHER RECORD YEAR 


The nineteenth annual general meeting of 
A. Goldberg & Sons Limited was held on 
June 28th at 21 Candleriggs, Glasgow, Mr 
E, Goldberg, chairman and joint managing 
director, presiding. The following is an 
extract from the chairman’s statement circu- 
lated with the report and accounts: 


In submitting the results for the year ended 
February 19, 1957, it is my pleasure to report 
that we continue the unbroken pattern com- 
menced in 1946. For the eleventh year in 
succession both Sales and Profits were at the 
highest level in the history of our Company. 


ACCOUNTS 


The Trading Profit and Income from other 
sources for the year under review amounted 
to £410,634 and after allowing for Note In- 
terest, Directors’ Remuneration, Auditors’ 
Fees, and Depreciation, the profit subject 
only to taxation was £374,411, an increase of 
£59,582, or 19 per cent over the previous 
year. Income Tax and Profits Tax are esti- 
mated to absorb £217,647, leaving a net profit 
of £156,764, or 11 per cent over the corres- 
ponding period. 


Of the net profit of £156,764, £79,561 is 
required to meet the Ordinary and Preference 
Share Dividends. The sum of £10,000 has 
again been allocated to the Unsecured Notes 
Redemption Reserve, £10,000 to the Prefer- 
ence Share Redemption Reserve, and £66,105 
has been transferred to the General Reserve, 
which now totals £200,000. We have, there- 
fore, not only effectively increased the divi- 
dend paid to the owners of the Ordinary 
Shares, whose holdings were increased as a 
result of the bonus issue last year, but we 
have been able to plough back a substantial 
portion of our earnings to finance the growth 
of the Company. 


FUTURE DEVELOPMENTS 


Last year I informed you that we had 
acquired a large property at the rear of our 
main building, which when rebuilt would 
enable us to satisfy the pressing needs of some 
of our principal departments for additional 
space. We obtained possession several 
months later than anticipated, and building 
has now commenced. It will be the end of 
this year before the benefits of this acquisi- 
tion begin to flow. During this period we 
have been able to discuss in detail our long- 
term aims with the Planhing Department of 
the Corporation of Glasgow. I am happy to 
inform you that the Corporation regard our 
proposals as a most desirable development of 
the area in which we are situated, and agree- 
ment in principle has been reached as to the 
nature of our future expansion. 


OUTLOOK 


I am pleased to report that since the com- 
mencement of the new trading year there has 
been an increase in turnover compared with 
the corresponding period last year. Despite 
mounting costs in almost every direction, I 
hope that the trend for rising sales and 
Profits, so long experienced by us, will con- 
unue this year. 





COMPANY MEETING REPORTS 


BRAZILIAN TRACTION, 
LIGHT & POWER 
COMPANY LIMITED 


(Incorporated under the Laws of Canada) 


At the Annual Meeting held on June 27th 
in Toronto, Mr Henry Borden, CMG, QC, 
presided. 


Neil J. McKinnon, President of The 
Canadian Bank of Commerce and Walker L. 
Cisler, President of The Detroit Edison 
Company were elected Directors for the 
first time. All other Directors were re-elected 
with the exception of Edward Holland 
Martin who, the President said, had asked 
that his name be not placed in nomination 
because of his ill health. At a Board Meet- 
ing held subsequent to the Annual Meeting 
E. C. Fox, who has been a Director since 
1944 and Vice-President since 1946, was 
elected Chairman of the Board. The Presi- 
dent referred to the valued and loyal services 
given by Mr Holland Martin as a Director 
and by Colonel Walter Gow who retired as 
a Director earlier in the year after years of 
service with the organisation and by the late 
Honourable Maurice F. P. Lubbock who was 
a Director of the Company at the time of his 
death in April of this year. The President 
also referred to the appointment of Mr. J. 
Grant Glassco, OBE, FCA, as a Director 
and executive Vice-President earlier this 
year. 


By-law number sixteen renewing the 
authority of the Directors to pay Stock Divi- 
dends was confirmed and in presenting the 
By-law to the Meeting the President stated 
that confirmation would not necessarily mean 
that the Directors would act upon the 
authority given by it. 


The President stated that the broad im- 
provement shown in the financial results for 
1956 was due to a combination of factors, the 
most important being that for the greater part 
of the year the Operating Companies enjoyed 
increased rates for electricity and gas services. 
The President also pointed out that during 
the 10 years 1947 to 1956 electric capacity had 
been increased by 150 per cent, energy sold 
increased by 113 per cent, gas sold by 


85 per cent, telephones in service by” 
108 per cent. 
The President pointed out that all 


Revenues of the organisation come to it in 
the first instance in cruzeiros and conse- 
quently it follows that the Company’s ability 
to translate those cruzeiros into actual dollars 
is wholly dependent upon it being able to 
purchase dollars in Brazil with such portion 
of its cruzeiro earnings as it may be necessary 
to devote to that purpose. 


The President reminded the Shareholders 
that the major part of the capital expenditure 
programme in recent years had necessarily 
been devoted to the electrical services with 
the construction of two large underground 
plants, as well as a steam plant. He stated 
that electrical projects immediately ahead 
included two more units at the Cubatio 
Underground Plant and the addition of 
250,000 kW to the steam plant, both for the 
Sao Paulo system, and a relatively small 
project at Ponte Coberta for the Rio system. 
In spite of these additions, he continued, 
the Company’s concern today is to find out 
how increasing demand for power is going 
to be met when the capacity of present 
installations and the projected additions have 
been taken up. 


The President pointed out that before these 
new installations are ready rationing of power 
will in all probability be necessary in Sado 





Paulo during the latter part of 1958 and in 
1959. The President also referred to the pro- 
posed power development known as Furnas on 
the Rio Grande river, and reported that 
the Company was joining with the 
Brazilian vernment, two State Govern- 
ments in Brazil and another private com- 
pany in this development which as pre- 
sently envisaged would entail the production 
of over 1,000,000 kW, although a satisfac- 
tory basis upon which the Company can 
properly participate has not been settled. 


The President also stated that in the field 
of telephones the situation is a most un- 
happy one, and that the telephone sub- 
sidiaries are at present engaged in difficult 
and long drawn out negotiations with the 
Municipal Authorities in Rio in an attempt 
to obtain rates which will recognise realities 
and with the Municipal Authorities in Sao 
Paulo for a new concession which will do 
likewise. 

With reference to electricity rates he 
pointed out that while the increases that had 
been obtained represent the first real increases 
in such rates in more than twenty years, in 
relation to present day price levels they are 
still far from representing what the Com- 
pany and other suppliers of electricity in 
Brazil consider adequate. 


He continued, “I think it is fair to say 
that if Brazil is to be provided with the 
electrical and other services she so desperately 
needs, either the utility companies which are 
now providing those services must be placed 
on a sounder financial basis or the Govern- 
ment itself must undertake the burden of 
raising the capital required. The basic neces- 
sity, if private capital is to take its share of 
the load, is to make it possible for such 
companies to attract as much new capital, 
either by way of long term debt or equity, 
as Brazilian and foreign investors will sub- 
scribe.” 


As to the Brazilian exchange position the 
President said “It would appear that the 
improvement in Brazil’s overall dollar 
exchange position developed during 1956 has 
so far been reasonably well maintained in 
1957.” As to earnings for 1956, the Presi- 
dent said “ The improvement shown in the 
Operating Companies cruzeiro revenues 
which resulted from new rates granted last 
year has been maintained and operating 
results to date are closely in accord with our 
budget estimates for the present year. If 
results for the first five months of 1957 are 
maintained for the balance of the year and 
if the value of the cruzeiro in terms of the 
dollar continues to be stable, the net revenue 
for 1957 should be in excess of that shown 
by the 1956 figures.” 


The President paid tribute to the warm 
hearted co-operation and _ understanding 
given the Company by officials of the 
Brazilian Government. ‘The President also 
referred to legislation now before the Con- 
gress of Brazil with respect to Customs 
tariffs and which could possibly bring about 
a modification in the existing exchange legis- 
lation. As to this the President pointed out 
that the Company must take the long term 
view and said “If Brazil can accomplish 
financial and exchange stability and maintain 
it, the long term effect on the Shareholders’ 
investment in the Company cannot help but 
be beneficial.” 


COMPANY MEETING REPORTS 


DICTAPHONE COMPANY 
LIMITED 


MR C. KING WOODBRIDGE’S REVIEW 
AND PROGRESS REPORT 


The Annual Meeting of Dictaphone Com- 
pany Limited was held-on July 2nd in 
London, Mr C. King Woodbridge, the chair- 
man, presided and, in the course of his 
speech, said: 


In addressing this Annual Meeting of 
Dictaphone Company Limited so soon after 
addressing and reporting to the parent Dicta- 
phone Corporation on the fiscal year ended 
December 31, 1956, I feel I cannot do better 
than repeat here in Europe something of 
what I said on that occasion, that all over 
the world, year after year, more and more 
people are buying Dictaphone Time-Master 
dictating machines with Dictabelt records, on 
which dictation is always visible, non-erasable, 
and easy to find, to speed their work, 


A NEW RECORD 


A new record for our operations is shown 
in the report, which includes the consoli- 
dated balance sheet of Dictaphone Corpora- 
tion and its Canadian subsidiary for the year 
1956. 


Total sales in 1956 from all sources 
exceeded £10 million. Our overall business 
was 15 per cent better in 1956 than in 1955. 
It is a source of considerable satisfaction to 
me and to the board of directors of Dicta- 
phone Company Limited to record that it has 
shared proportionately with Dictaphone Cor- 
poration and its Canadian subsidiary in this 
progress. These three companies together 
employ over 3,500 people in their factories, 
laboratories, offices and Sales divisions. In 
addition, we have as associates the personnel 
of our sales agents, in cities and towns 
throughout the United States, Canada, Cen- 
tral and South America, and the Far East, 
Great Britain, and the Continent of Europe. 
Our sales organisation, consisting of profes- 
sional men devoted to our objective, is con- 
stantly growing with our business. 


WORLD-WIDE SERVICE 


We take great pride in our world-wide 
service organisation which include skilled 
technicians who have been trained by us and 
are available everywhere for the care of 
machines used by our customers. Our capa- 
city to render service, when needed, is a 
strong factor in the selection of our equip- 
ment. 


Our manufacturing facilities are kept effec- 
tive and efficient by the constant attention 
of the loyal people who comprise our manufac- 
turing organisations. Our objectives are also 
met by regular and programmed acquisitions 
of new machinery and equipment and the 
development of new manufacturing processes. 
We are now engaged in building and equip- 
ping a new unit for the production of Dicta- 
belt records. 


DICTAPHONE TIME-MASTER 
DICTATING MACHINES 


While it is satisfactory to report the con- 
tinual extension of Dictaphone Time-Master 
dictating machines, our engineers and tech- 
nicians are always in the forefront. Engi- 
neering and research expanded their activity 
in the past year. The development of 
improvements in the recording and repro- 
ducing of sound in all fields continues as the 
goal of this department of our activity, From 
the earliest days of the transistor, Dictaphone 
research has experimented and designed for 
their eventual use. 


Last year the portable Dictet, the first 
battery-driven recording machine equipped 


with an all-transistor amplifier, was intro- 
duced to the public in the USA, 


SPECIAL RECORDING MACHINES 


Our recording machine division have 
evolved special machines to satisfy the diverse 
needs of Government and industry. 


The DICTATAPE.—A four-channel mag- 
netic recorder, extensively used for air traffic 
control purposes, permits recording of four 
separate signals simultaneously on a quarter- 
inch magnetic tape, and provides for up to 
twenty-four hours unattended recording. 


The DICTALOG.—A magnetic recording 
and reproducing machine utilising endless 
magnetic belts, and designed as a communi- 
cation type voice recorder for twenty-four 
hour operation. 


The DICTAPHONE TIME-MASTER 
TELECORD is a central machine of Time- 
Master design which records from any 
number of telephone type dictation stations, 
and provides for the instant start and stop 
of dictation, controlled automatic playback, 
indication of corrections, ends of letters ; and 
with communication between dictators and 
attendant. 


Every dictation and recording requirement 
can be satisfied by the products of our 
manufacture. 


The splendid record of 1956 is due to the 
combined effort of men and women in our 
factory units, our office units, our service 
and sales groups and to the leadership of 
men who are dedicated to the objectives of 
Dictaphone Corporation. To these men and 
women as well as to our shareholders and by 
no means least to our customers our appre- 
ciation of their support is sincerely given, 


FUTURE PROSPECTS 


The new year is well advanced and indica- 
tions are that we can expect a promising 
result for 1957. Dictaphone’s unusual suc- 
cess, we feel, is due to the fact that we all 
concentrate our time and energy in the field 
of recording and reproducing sound for more 
efficient voice communication without enter- 
ing into diverting sidelines, - 


The markets for our products are repre- 
sented by the extent to which office organisa- 
tions need to increase their capacity to do 
more work with less efforf. This situation 
obviously gives us a tremendous market and, 
knowing the needs of the business, Dicta- 
phone Company Limited is prepared to take 
advantage of the opportunity, Our objective 
is to serve. We believe in it, and this is why 
this is a good business. 


A matter of particular interest to this com- 
pany is that in December last we made an 
appointment to which I am glad to make 
reference and that is the appointment of 
Mr Donald MacPhail as Managing Director. 
He comes to us .with a fine background of 
success in the field of selling. 


This company is growing and has a 
promising future, both in the British Isles 
and on the Continent. 


I now beg to move the adoption of the 
accounts and the directors’ report which 
have been in your hands for some time. 


I will ask Mr C. Harold Vernon to second 
this proposal, This was put to the meeting 
and carried unanimously. The retiring 
directors were re-elected, and Mr F, Graham 
Maw proposed a vote of thanks to the 
chairman for presiding, which was received 
with acclamation. This terminated the 
proceedings. 
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AMALGAMATED | 
ROADSTONE 
CORPORATION 


RECORD RESULTS IN 21st YEAR 


The twenty-first Annual General Meeting 
of Amalgamated Roadstone Corporation 
Limited was held on June 27th in London, 
Mr W. H. Gatty Saunt (Chairman and Joint 
Managing Director) presiding. 


The following are extracts from his circu- 
lated statement: 


This is our twenty-first Annual General 
Meeting at which we are indeed glad again 
to be able to report record results. 


To present a summary I will quote from 
the Consolidated Accounts as follows: 


Increase 
over 
previous 
year 
Operating profits (subject £ £ 
to depreciation and other 
1,158,300 201,600 


charges) 
838,959 168,000 


Trading profits 
402,388 114,000 


only to tax) 
Net profits, after tax and 

429,929 60,300 
289,004 35,400 


minority interests 
652,563 237,800 


(subject 


Taxation on current profits 
Depreciation 
Carried forward 


These increased profits, at each stage, viz., 
operating, trading before tax and net after tax, 
were derived entirely from increased produc- 
tion and sales from our quarries and works, 
inasmuch as our shipping profits, at each 
stage, were almost identical with those of the 
previous year—a very creditable performance, 
especially in view of dislocation of operations 
occasioned by disposal of old ships and 
replacement by new. Moreover, nothing at 
all is included in respect of our Limestone 
Subsidiary’s interests in either Ulster or 
Kenya. It is, however, from these latter 
sources and from shipping that our distribut- 
able capital profits have been derived. 


Of £90,000 capital profits realised in the 
year, £84,560 came from sales of ships ; such 
profits are not included in profits quoted 
above. The amount by which prices realised 
exceeded written-down book values contri- 
buted further profit amounting to £56,471. 


CAPITAL EXPENDITURE 


Capital Expenditure during the year under 
review amounted to £574,000 (£132,000 
shipping) and outstanding contracts on capital 
account amount to £567,000 (£300,000 
shipping). 

Your Board now recommends a Final 
Dividend of 9 per cent gross, making a total 
dividend of 15 per cent, the same as last 
year, together with a tax-free distribution 
out of capital profits of 2} per cent (compared 
with 2 per cent), equivalent to 44 per cent 
gross, less tax. “Capital and Revenue 
Reserves now aggregate £1,911,518, com- 
pared with £1,536,356 last year. 


It is our present intention of continuing 
our policy of annual revaluation, and these 
show that against an Issued Share Capital of 
£3 million the aggregate value of Liquid and 
near-Liquid Assets exceeds £2,800,000, while 
in addition freehold and Leasehold properties 
and Fixed Plant and Machinery are valued at 
nearly £4,800,000. 


These valuation figures cover only wholly 
owned assets and exclude the assets of 
Amalgamated Limestone Corporation 
Limited (in which our Corporation owns 
just over 50 per cent of the Issued Share 
Capital in addition to advances on Capital 
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Account exceeding £500,000), whose assets in 
the United Kingdom have been similarly 
valued at £1,025,000, excluding, of course, 
its valuable interests in Ulster and Kenya. 


THE OUTLOOK 


As regards the current year, now more than 
half spent, in spite of difficulties which have 
beset all industry, internal quarry and trading 
accounts: show that net profits for the first 
six months approximate those of the corre- 
sponding period last year, and, subject to 
weather and other conditions continuing 
favourable, we hope to do as well this year 
as last ; we can hardly hope to better it. 


The report was adopted. 


ASSOCIATED 
AUTOMATION LIMITED 


A YEAR OF GRATIFYING 
PROGRESS 


The twenty-ninth annual general meeting 
of Associated Automation Limited was held 
on June 28th in London, Rear-Admiral Sir 
Alex. D. McGlashan, KBE, CB, DSO, 
MIMechE (the Chairman), presiding. 


In his circulated statement the Chairman 
said: ‘On January 1, 1957, the Company 
took, an important step in setting up a fully 
owned subsidiary, Sauter Controls Limited, 
whose activity as exemplified by automatic 
control of heating and ventilating systems, 
lies in that very promising and rapidly 
expanding field of lower priced automation 
below that of the large scale and more 
sophisticated automatic control systems of 
Panellit, -Electroflo and James Gordon. 


The Annual Report gives evidence of, a 
substantial addition to the business of the 
Group. The outstanding contributory 
factors were the acquisition of Electroflo, and 
the most satisfactory results of that Com- 
pany, together with the considerable increase 
in turnover and profit by the Parent Com- 
pany and by James Gordon. 


Making due allowance for the inclusion of 
sixteen months’ trading of Electroflo, the 
profit before taxation, and before providing 
for a non-recurring item of compensation to 
former Directors, amounts to approximate] 
£301,000, compared with £73,573 for 1955. 
The increase in profits has been well spread 
throughout the Group. 


The 73 per cent dividend, less income tax, 
now proposed, requires £60,375, compared 
with £20,125 allocated in 1955, when 
5 per cent was paid on the lower issued 
capital. 

At the recent Exhibition of Instrumenta- 
tion, Electronics and Automation at Olympia, 
we exhibited for the first time as a Group. 
All items on show aroused satisfactory 
interest, but perhaps most encouraging of 
all was the volume of enquiries arising over 
the Panellit exhibits. 


Electréflo continues to attract the increas- 
ingly favourable attention of instrument 
users, and has again this year secured impor- 
tant orders for export. 


James Gordon, already prominent in the 
design of valves for special purposes, are de- 
veloping a new type of valve which promises 
to be of: great interest to nuclear power 
engineers. 

While a proportionately large increase in 
profit can scarcely be expected in 1957, 
nevertheless, sales figures for the current 
year to date show an encouraging increase 
over the corresponding figures of 1956. 


The report was adopted and the dividend 
of 7 per cent approved. 
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RAND MINES, LIMITED 


(Incorporated in the Union of South Africa) 


STATEMENT BY THE CHAIRMAN 


In the course of his address to the Ordinary 
General Meeting, held in Johannesburg on 
June 20, 1957, Mr W. M. Frames made the 
following remarks : 


Due to an increase in the dividends re- 
ceived from investments and to a reduction 
in net administration expenses, the profit for 
the year was £98,000 greater than for the 
previous year. However, a general decline 
of prices on the Stock Exchange and the 
policy of adjusting the book value of invest- 
ments to the lower of cost, less amounts 
written off or Stock Exchange valuation or, 
in the case of unquoted shares, the Directors’ 
valuation, necessitated the writing down of 
investments by £445,000. To meet this 
depreciation, £98,000 was obtained from 
profits on the sale of investments and 
property, £247,000 was transferred from 
investment reserve, and £100,000 was taken 
from profits for the year. This latter charge 
was the main reason for the net profit figure 
recorded in the Profit and Loss Account 
being slightly lower than that for the previous 
year. 


It is common knowledge that overseas sell- 
ing of South African securities, particularly 
gold shares, which comprise no less than 
62.5 per cent of your company’s investments, 
was in the main responsible for the continued 
decline in 1956 in Stock Exchange values. 
Whatever the reason for this selling, it is 
evident that it is not based on the current 
returns of the shares. This is illustrated by 
the fact that, after allowing for additional 
investment during the year of nearly 

400,000, the market value of the: company’s 
quoted investments fell by 11 per cent, 
whereas the income from those investments 
rose by as much as 12 per cent. 


FAVOURABLE OUTLOOK 


Alihough the gold mining industry and the 
older mines in particular face many 
problems, the general outlook for the indus- 
try is favourable. There were substantial 
increases in revenue and profit in 1956, and 


further increases in both gold and uranium. 


output are likely in the next few years. Your 
company’s investments are so planned that 
other things being equal any decrease in 
dividends from the older mines will probably 
be offset by increased returns from its hold- 
ings in the newer mines. In this connection 
you will be interested to know that, including 
collieries and based on market valuation at 
the end of 1956, no less than 84 per cent of 
your company’s mining investments was in 
mines with estimated lives of at least twenty 
years. 


OPERATING COMPANIES’ 
RESULTS 


SATISFACTORY 


Against a background of a decreasing rate 
of economic expansion in the Union of South 
Africa the operating and financial results for 
the year of the coal, industrial and other com- 
panies in which Rand Mines, Limited, has 
interests, were satisfactory. 


In general, colliery companies earned in- 
creased profits due to the higher coal price 
allowed towards the end of 1955. The 
industry continued, however, to be handi- 
capped by transport difficulties, and was 
unable to meet the inland demand in full. 
The industry is sparing no effort to increase 
its output to meet the expanding inland de- 
mand, and also to recapture the former 
valuable export business if and when there 
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is the necessary improvement in the transport 
position. 

The cement companies have taken and are 
continuing to take steps to modernise their 
works and expand output against the increase 
in the demand for cement which must take 
place in time. 


The Northern Lime Company and the 
Hume Pipe Company both continued to 
expand their business and earned increased 
profits. The Transvaal Consolidated Land 
company increased its dividend by 6d. to 3s. 
per share for the year, and also increased 
its investments in shares. It provided the 
major portion of the share capital required 
to open up the new Winterveld Chrome 


mine, which is now operating suc vessfully. 
The South African Forest Investment com- 
pany again increased both its sales and the 


area planted to trees. 


FINANCE FOR !\?ANSION 


As with the investment iz the gold mining 
industry, your Board has every confidence in 
the future of its coal, industrial and other 
investments. It is the intention to follow up 
and increase these investments whenever fav- 
ourable opportunities occur and to intensify 
the search for new business. Although there 
has been some slackening in the tempo of 
economic expansion and a falling off in the 
inflow of foreign capital, there are indications 
of continued development and no basic 
economic reasons for anticipating a general 
recession. With the Government now en- 
couraging industrial development, in contrast 
to the previous policy of consolidation in this 
connection, there are likely to be opportuni- 
ties for further investment, and I would draw 
your attention to the special business of the 
meeting. Your Directors wish to be in a posi- 
tion to take immediate advantage of oppor- 
tunities of improving and expanding the com- 
pany’s investments and therefore recommend 
that the authorised capital be increased from 
£550,000 to £850,000, and that they be 
authorised to issue part or all of the shares 
then held in reserve at such times, to such 
persons and on such terms as they may deter- 
mine. Subject to the passing of the neces- 
sary resolution and to the consent of the 
United Kingdom Capital Issues Committee 
being obtained, your Board intends, as you 
will have seen from the announcement made 
in the press last Tuesday, to make an early 
issue of 700,000 of the reserve shares. Share- 
holders will be offered 215,099 of these shares 
at a‘price of 63s. 6d. per share which is below 
the market price. The remaining 484,901 
shares will be issued to Central Mining 
Finance Limited and the Consortium which 
has acquired a large interest in The Central 
Mining & Investment Corporation Limited 
at 69s. 6d. per share which is 6s. above the 
price of the shares offered to shareholders, 
The issue will provide funds to enable the 
company to take advantage of investment 
opportunities. The balance of the new shares 
will be held in reserve. Your Directors also 
recommend that the maximum number of 
Directors permitted in terms of the Articles 
of Association should be increased from eight 
to twelve in order that representation on the 
Board may be widened. 


In the absence of the quorum necessary to 
consider the Special Business the meeting was 
adjourned for one week. 





At the adjourned Meeting the Special and 


ary Resolutions were passed unani- 
mously. 
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“WILLIAM MACDONALD & SONS 
(BISCUITS) LIMITED 


DEMAND MAINTAINED AT HIGH LEVEL 


The twelfth annual general meeting of 
William Macdonald & Sons _ (Biscuits) 
Limited was held on July Ist at St. Enoch 
Hotel, Glasgow, C.1, Mr William MacDonald 
(Chairman and Managing Director), pre- 
siding. 

The following is his circulated statement: 


I have pleasure in being able to inform you 
that the profit for the 52 weeks ended 
February 23, 1957, reached a record figure 
of £438,631, as compared with £344,743 for 
the previous year. There remains, after 


taxation, a balance of £209,436. An interim 
dividend of 10 per cent, less tax, paid in 
January last absorbed £21,562, and your 
Directors recommend the payment of a final 
dividend of 15 per cent, less tax, requiring a 
dena £32,344, and making the total divi- 


dend/jfor the year 25 per cent on the increased 
capital. Of the capital reserves and undis- 
tributed profits brought forward from last 
year the sum of £125,000 was capitalised in 
October, 1956, leaving undistributed profits 
of £263,590. When added to the undis- 
tributed balance of £155,530 for this year the 
total of undistributed profits after providing 
for all taxation amounts to £419,120. 


ENCOURAGING SALES POSITION 


With reference to sales, it is encouraging 
to be able to say that the sales of Penguin 
Biscuits, despite competition and imitations, 
remained at a high level and the demand for 
this universally popular chocolate biscuit is 
as great as ever. We understand that the 
marshmallow type of biscuit is accounting 
for a smaller share of this market, but we 
believe that our Munch Mallow biscuit still 
heads the list in this section of the market. 
Since the introduction of Assorted Flavours 
in September, 1956, the sales of YoYo show 
some increase over the previous year and, 
perhaps more important, there are encour- 
aging signs of further development. Glen- 
garry, our well-known shortbread biscuit, 
continues to find favour and it is hoped that 
the quality of the line in its new presentation, 
aided by press and television advertising, 
will put it at the top of its class. 


During the year under review, some pro- 
gress was made in the Export Trade and our 
products were shipped to the American 
Forces in Europe, to Canada, Germany and 
the export branches of Naafi. This aspect 
of the Company’s business is being given 
every consideration and both time and 
money are being spent investigating various 
markets. It is too early at this stage to 
predict what the possibilities may be, but I 
must emphasise that no efforts are being 
spared to further your Company’s advance- 
ment in this sphere. 


RAW MATERIALS 


I now come to the subject of raw materials. 
The prices of flour and fats fluctuated during 
1956, but since January of this year the 
prices of these commodities have eased. The 
price of sugar, however, has risen steeply 
since the beginning of 1957. On the other 
hand, chocolate, one of our main items, 
dropped substantially from its previous high 
levels and, I am pleased to tell you, is still 
held on contracts at favourable prices. 


Due to the introduction of smaller packs 
to meet the needs of the trade, the costs of 


packing materials per ton of biscuits have 
increased to some extent during the past 
year. Wage rates and all other costs and 
services show substantial increases over the 
previous year. 


FACTORY AND PRODUCTION 


Now I should like to comment on some 
aspects of the factory and production side of 
the business. First of all, you will remember, 
I mentioned in my last statement that your 
Company was installing mew automatic 
equipment for the handling of oils and fats. 
This plant has now been in operation for a 
full year and has shown substantial savings 
in handling costs. The erection of the new 
building extension to the present factory to 
deal with flour and sugar in a similar manner 
is now well under way and we are confident 
it will be a valuable development. According 
to the present rate of progress, it, ought to be 
in full working order in the summer of next 
year. We have also made progress in the use 
of bulk tankers and storage silos for liquid 
chocolate and this too is a new development 
that must be of increasing importance in the 
future. 


After some unavoidable delay caused partly 
by ground conditions on the new site, I am 
pleased to report that the building of the 
North Cardonald factory, which your Com- 
pany is to lease, is now making steady pro- 
gress and we are hoping that it will be com- 
pleted and ready for the installation of 
machinery next year. 


Lack of manufacturing and warehouse 
space has been a major problem for some 
time and in September of last year we were 
fortunate to obtain some 30,000 sq. ft. in 
a nearby factory at a reasonable rent. Pro- 
duction of Mint YoYo has been carried out 
there since the month of April, and the 
premises are also being used very successfully 
for a variety of essential experimental 
activities. 


Your Directors have continually before 
them the maintenance of the purity and high 
quality of the Company’s products, and 
towards this end, the laboratory activities are 
continually being reviewed. 


For some time past we have been con- 
sidering ways and means of attracting the 
best type of employee and it was towards 


this end that it was resolved to reduce the 


qualifying period of service for entry into the 
Company’s pension scheme from five years to 
three years. This new rule, if approved by 
the Inland Revenue Authorities, will become 
effective as from January 1, 1958. 


THE OUTLOOK 


The market for the Biscuit Industry con- 
tinues to expand, the production of all kinds 
for the calendar year 1956 having reached 
a record figure. I believe that the prospects 
of our Company for the current year are 
good, though it must be borne in mind that 
competition will intensify and that costs are 
increasing. Nevertheless, I look forward to 
another year of continued prosperity. 

Finally, I would like, on behalf of myself 
and my co-Directors, to thank all the mem- 


bers of our organisation who have served us 
so well during the past year. 


The report and accounts were adopted, 
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HAZELL SUN 
LIMITED 


RECONSTRUCTION AND 
DEVELOPMENT PROGRESS 


CHAIRMAN’S STATEMENT 


The Seventy-Third Annual General Meet- 
ing of Hazell Sun Limited will be held on 
July 25th at 52 Long Acre, London, WC2. 


The following is an extract from the state- 
ment by Colonel O. V. Viney, the chairman, 
which has been circulated with the accounts 
to March 31, 1957: 


The printing trade as a whole was under 
less pressure than in 1955-56 and this was 
our experience. 


In last year’s statement I announced that 
it was our intention to peg prices as far as 
possible, and I am glad to report that this 
has been implemented in full. The smaller 
margin of profit therefore is not surprising. 
The accounts show a net profit, after taxa- 
tion, of £541,115, a reduction of £62,000 
compared with 1956. 


We propose to pay a final dividend of 
7 per cent, making 12 per cent as last year. 


CAPITAL EXPEN DITURE 


We have made further progress in our 
programme of reconstruction and develop- 
ment, spending on new buildings and plant 
during the year the sum of £1,253,677. We 
had further commitments at March this year 
of £930,000, which we expect to be able to 
finance from our own resources, 


We have several important projects and 
developments under consideration which 
would involve substantial expenditure. In 
prewar days by prudent finance and restric- 
tion of dividends we were able to provide 
sufficient funds for progress without recourse 
to outside sources. This is not possible now 
because the modern equipment and _tech- 
niques required to maintain our group in 
the forefront involve capital expenditure at a 
much higher level. Your Directors are giving 
careful consideration to this question. 


A substantial proportion of our sales is 
derived from the production of weekly and 
monthly magazines. In this field com- 
petition is very keen and, with the excep- 
tion of a few of the most popular women’s 
journals, there has recently been a marked 
fall in advertising pages. The rapid develop- 
ment of television advertising is having its 
impact. 


On the book production side of our busi- 
ness the trend is encouraging owing to the 
higher level of export, mainly of educational 
works, the increasing proportion of text 
books and more serious reading matter, and 
o ee field of the paper-covered 


The move to new buildings and the re- 
organisations have involved much extra 
expense. This rate of expenditure will con- 
tinue for another year when it is expected 
that most of the work will be completed. We 
shall then receive the benefit of the improved 
layouts and conditions and the results should 
be reflected in the accounts. 


The prospects for the immediate future 
can be viewed with a reasonable degree of 
confidence. Taking the longer view, we 
know that many more people learn to read 
English every year and that the market for 
reading matter widens steadily. There should 
be good prospects for printers ready to take 
advantage of these trends, and we believe 
we have the experience, the craftsmen and 
the plant to do this. 
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HIGHAMS LIMITED 


The Annual General Meeting of Highams 
Limited was held on July 3rd in London. 


The following is an extract from the cir- 
culated statement of the Chairman, Mr Eli 
Higham: Your Company has increased its 
profit and has had an even more successful 
year than last, in spite of strong competition. 
The total sales of the Group again increased 
significantly. 

Your Board has decided to recommend 
a distribution at the same rate as last year 
(18 per cent). 


The developments and improvements to 
which I referred last year are proceeding as 
planned, and those which are completed have 
proved very satisfactory. 


It is impossible, as yet, to foresee the effect 
of a European Common Market on our busi- 
ness, but your Board is fully alive to the 
situation and has undertaken a preliminary 
survey of conditions on the Continent. 


Trade within the Commonwealth is 
increasing steadily, and recently we have 
appointed a representative in New Zealand 
to endeavour to increase our existing trade 
with 'that Country. We have been repre- 
sented for many years in Australia, where, in 
common with other industries, our exports 
are restricted by their policy of import con- 
trol, but it is hoped that they will expand 
in the future. In South Africa we have a 
growing market and have formed a small 
subsidiary company there to handle the busi- 
ness, which is developing very satisfactorily. 


As to the future, I can only say that I am 
quietly confident about the outcome of the 
present year. 


The report was adopted. 


BRIXTON ESTATE 
LIMITED 


The Annual General Meeting of Brixton 
Estate Limited was held on July 4th in 
London, Lieutenant-Colonel Sir, Francis 
Humphrys, GCMG, GCVO (the Chairman), 
presiding. 

The following is an extract from his state- 
ment. 


Properties : The Book value shows a re- 
duction owing to the sale of a factory. 


Gross Income: Shows an increase of 
£13,172 and net profit, subject to tax, has 
risen from £110,191 to £129,601. 


_ Net Revenue : Owing to the large increase 
in the provision for taxation, the net revenue 
has fallen by £547 to £65,865. 


Reserves : The profit on the sale of the 
factory has been credited to Capital Reserve, 
and with the allocation of £26,954 to the 
Revenue Reserve, bringing it to £57,954, the 
total Reserves now stand at over £100,000. 


Future Prospects : Apart from the improve- 
ment in rental income, which can be expected 
as old leases fall due for renewal, the 
Associated Company’s income is rising 
substantially. 


_ Dividend on the Ordinary Shares : Two 
interim dividends amounting to 15 per cent, 
less tax, have already been paid, and a final 


dividend of 10 per cent, less tax, is now 
recommended. 


Bonus Issue: Permission having been 
granted by the Capital Issues Committee, it 
Is proposed to make a free issue of bonus 
shares to the Ordinary shareholders in the 
Proportion of two shares for every five held. 
The new shares will rank for the second 
interim and final dividend for 1957. 


The Report and Accounts were adopted. 
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THE MORGAN CRUCIBLE 
COMPANY LIMITED 


WIDE RANGE OF PRODUCTS 


The twenty-third annual general meeting 
of The Morgan Crucible Company Limited 
will be held on July 25th at Battersea Works, 
Battersea Church Road, S.W.11. 


The following is an extract from the state- 
ment by the chairman, Mr P. Lindsay, OBE, 
MC, which has been circulated with the 
report and accounts: 


At this time last year, I indicated that the 
market for our products appeared to have 
lost some of its former buoyancy and that, in 
particular, there had been a shrinkage in 
demand for certain products, such as radio 
and television components, attributable to 
credit restrictions. 


That impression is borne out by the 
trading results of the year. We have a wide 
range of products—differing both in 
character and profitability. For some the 
volume of demand has been steady, for 
others downward. A few, principally those 
which have made their appearance only 
recently, have enjoyed increased market 
recognition. Thanks to the latter and 
modest price increases, the total value of 
sales income is slightly (4 per cent) in excess 
of the previous year. 


Regrettably, the curve of profit runs 
counter to that of sales value; not an un- 
common anomaly of 1956 trading results. 
Last year, I drew attention to an ominous 
shrinkage in profit margins. This decline has 
become more marked in the year under 
review: the rise in costs has outrun increase 
in productivity and prices. That explains 
the fall in gross-trading profit of £200,000 
revealed by our Profit and Loss Account and 
provides a measure of the extent to which we 
have gone down the inflationary slope. 


This clouds the picture of the year’s 
trading and hides the brighter features—the 
forward march of new products and the 
consequent prospect of expanding trade at 
home and abroad. Our exports in the year 
contributed 45 per cent of total sales as 
opposed to 42 per cent the previous year. 
We have strengthened our overseas sales 
organisation and may do still better pro- - 
vided rising costs do not price us out of the 
market. 


FINANCIAL RESOURCES 


Capital Expenditure during the period of 
Accounts amounted to £1,475,000, thus 
exceeding the forecast of my last Report by 
nearly £500,000, as a result of additional pro- 
jects initiated principally by Subsidiary Com- 
panies in the course of the year. The amount 
sét aside for Depreciation in contrast to 
Capital Expenditure amounts to £352,000. 
That gap will be narrowed perforce in the 
future by further provisions arising from 
recent Capital Expenditure. 


For several years we have shared in the 
favourable trade generally prevailing. It is 
perhaps natural to wonder whether a reces- 
sion is not about due. We have sought to 
ensure against this by broadening the basis 
of our business. In consequence, we regard 
our prospects as not unfavourable. Anxieties 
as to the future centre on the vital issue of 
costs. 


Last year, we recommended a final divi- 
dend of 6} per.cent, and in addition a 
Centenary Bonus of 1 per cent. The uncer- 
tain trend of profits coupled with a heavy 
call on Group resources renders it prudent 
to recommend a final distribution of 6} per 
cent only, making 10 per cent for the year. 
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CONSOLIDATED GOLD 
FIELDS OF SOUTH 
AFRICA, LIMITED 


CAPITAL INCREASED 


An extraordinary general meeting of this 
company was held on June 28th in London 
to consider a resolution to increase the 
authorised capital from £8 million to 
£11 million. Mr Robert Annan, chairman, in 
the course of his speech, said: We are now 
reaping the benefit of ventures started more 
than twenty years ago. It is essential that we 
should have additional capital at our disposal 
if we are to take advantage of opportunities. 


We therefore propose to create and issue 
£1,958,404 of 6 per cent Convertible Un- 
secured Loan Stock, 1977/82, and at the 
same time to issue 979,202 Ordinary shares 
of £1 each. This issue will provide some 
£3,780,000. There will be offered as a right 
to the Ordinary shareholders one combined 
unit of £2 Loan Stock at par and one 
Ordinary share at 40s. for each five Ordinary 
shares now held. The price of £4 for the 
combined unit will be payable as to £1 on 
or before July 16, 1957, and £3 on or before 
August 27, 1957, each instalment being 
applied in equal parts to the payment of the 
Loan Stock and the Ordinary shares. The 
Loan Stock wil] be convertible up to 
December 31, 1961. 


In the ‘absence of any unforeseen circum- 
stances we expect to recommend a final divi- 
dend of 3s. per share less tax on the Ordinary 
capital as increased by the proposed issue 
and we look to a vigorous policy of develop- 
ment to improve our position still further. 


The resolution was carried. 


ALLIED INDUSTRIAL 
SER VICES 


PROFITS MAINTAINED 


The 23rd Annual General Meeting of 
Allied Industrial Services Limited will be 
held on July 25th at Bradford. The follow- 
ing is an extract from the circulated State- 
ment of the Chairman, Mr Frank W. R. 
Douglas, for the nine months ended 
March 31, 1957: 


While the profits for the period under con- 
sideration are not strictly comparable with 
those of the previous year, it is fair to say 
that, pro rata, they show a modest increase. 
Although I do not wish to over-emphasise 
the serious effects of the international and 
industrial situations, in a business such as 
ours the necessary rationing of petrol and 
diesel oils caused not only serious disloca- 
tion but a considerable increase in overheads, 
and likewise the disruption in two major 
industries automatically reflected in a tem- 
porary lessening in the demand for our 
products. In view of the above, I think we 
may consider our results as not unsatisfactory. 


After making full provision for Deprecia- 
tion, Directors’ Remuneration and Taxation 
on the profits for the nine months to March 
31, 1957, the Net Profit amounts to £228,553. 
We have decided to recommend a Final 
Ordinary Dividend of 14 per cent, which 
makes a total ef 18} per cent for the period 
on the capital as increased to £1,500,000. 


Once again I can tell you that since the 
beginning of our new financial year our pro- 
duction and turnover has continued to 
increase. However, in all businesses today it 
is a continual struggle to try and absorb 
on-costs in order to stabilise prices. Your 
Board are constantly reviewing the prospects 
of expanding your business. 


LAMBERT BROTHERS 
LIMITED 


ANOTHER SUCCESSFUL YEAR’S 
TRADING 


The fifty-fourth annual general meeting of 
Lambert Brothers Limited was held on 
June 27th in London, Mr R. Rattcliff Steel 
(the Chairman) presiding. 


The following is an extract from his circu- 
lated statement: 


Your Company has had another successful 
trading year, which although not a record is 
better than 1955. When last addressing you, 
I did not anticipate that the high freights 
then ruling would continue so long, but due 
to the continued shortage of coal and grain 
in Europe the demand for ships to bring 
supplies was maintained for the whole year 
and the rates of freight rose steadily up to 
December, after which there was a falling off 
in the demand, resulting in a sudden drop in 
rates to the lowest level for two years. Whilst 
these remarks refer to dry cargo ships, a 
similar heavy fall has been experienced in 
the tanker rates. 


The Consolidated Accounts show a net 
profit for the Group of £573,172 after 
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charging taxation £587,683. It is proposed to 
pay a final dividend on the Ordinary Stock 
of 124 per cent, making a total for the year 
of 173 per cent, which compares with a total 
of 12} per cent for last year allowing for the 
doubling of the Ordinary Stock. The pro- 
posed further distribution of 33 per cent out 
of Capital Accretions, with the 3 per cent 
interim already paid, makes the total the 
same as last year. 


Referring to the doubling of the investment 
allowance for capital expenditure on the 
building of new ships, the Chairman stated: 
whilst this concession will go some way to 
enable our Merchant Marine to compete with 
flags of tax free countries it still leaves the 
latter with an advantage, and it can only be 
hoped that the Chancellor will see his way 
to give further assistance to British ship- 
owners, 


With regard to the so-called “ balancing 
charge ” which is made on the proceeds from 
the sale or loss of a ship when such proceeds 
exceed the written down value of the vessel, 
the Chairman expressed the view that with 
the constantly rising cost of new tonnage, 
it would be only fair that the Inland 
Revenue should allow such realisations to 
be used for new building without it 
suffering taxation. 


After reviewing the Company’s_ ship- 
owning interests the statement continued: 
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As regards Egypt, where we had a large 
organisation at both ends of the Canal, it is 
impossible to say today what our position 
may me, although we are hopeful that in the 
eventual political settlement a way may be 
found by which we can continue the business 
we have carried on there ever since the 
opening of the Canal. The Egyptian staff 
have stayed at their posts and our organisa- 
tion has remained operative throughout. It 
is fully competent to serve all our owner 
friends whose ships are again beginning to 
use the Suez Canal. 


In a review of the Company’s many activi- 
ties at home and overseas, the Chairman men- 
tioned that since the close of the financial 
year the Company had joined in the acquisi- 
tion of the shipbuilding business of Austin & 
Pickersgill Limited at Sunderland. A new 
yard was being laid out at Southwick which 
would, it was believed, be amongst the most- 
up-to-date in this country. This develop- 
ment should prove of considerable benefit to 
the business. 


The Travel Bureaux had substantially 
increased their turnover, the Newcastle 
Bureau having become one of the largest on 
the North-East Coast. It was gratifying to 
see many of the Stockholders now making 
their travel bookings through their own 
Company. 

The report was adopted. 
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AMALGAMATED 
LIMESTONE 
CORPORATION 


GRATIFYING RESULTS AT HOME 
AND OVERSEAS 


The sixth annual general meeting of Amal- 
gamated Limestone Corporation Limited was 
held on June 27th in London, Colonel D. W. 
Cleaver, DSO (Chairman), presiding. 


The following is his circulated statement: 


Trading profits of our wholly owned 
undertakings amounted to £134,225, as 
against £85,185 for the previous year. Of 
this, Depreciation took £60,929, Taxation 
£19,314, leaving £53,562 to be added to the 
net amount carried forward, which is now 
£118,849. 


This increase in Trading Profit is mainly 
derived from our English cement interests, 
consequent upon the increased produc- 
tion at Plymouth due to the operation 
of the Second Kiln in the last six months 
of the year. 


Your Directors have under consideration 
the installation of a third kiln at the 
Plymouth Cement Works. The greater part 
of the existing ancillary plant is capable of 
dealing with this additional clinker pro- 
duction and the extra capital expenditure 
involved should not exceed £100,000. The 
extra profit resulting from this expenditure 
should be such as to justify completely the 
additional cost. 


ASSOCIATED COMPANIES 


Our investment in the Ulster Limestone 
Corporation Limited continues to show 
excellent results. There is a steady demand 
for its products in Northern Ireland and 
these results should be maintained. The 
whole of our original Loan Stock has been 
redeemed and we have now received from 
that source capital profits amounting in all 
to £41,205. 


Our other investment, in the British Stan- 
dard Portland Cement Company Limited in 
Kenya, also shows most gratifying results. 
We had hoped to be able to circulate a copy 
of their Directors’ Report in the same manner 
as last year, but it is unfortunately not yet 
to hand. 


I can, however, assure you that preliminary 
figures are very satisfactory and on receipt of 
the Directors’ Report it is our intention to 
circulate a copy to our Shareholders. 


Our capital distribution of 334 per cent is 
being paid from capital profits derived 
from these Associated Companies, which 
were not wholly realised until after 
October 31, 1956. They are, therefore, 
not fully reflected in the Corporation’s 
accounts for the year. 


You will remember I referred in my last 
year’s statement to the impending funding of 
our indebtedness to our Parent Company and 
proposals are now being presented to our 
Parent Company’s Preference Shareholders 
to enable this to be done. It is pro- 
posed to issue £500,000 of 6 per cent 
Redeemable Loan Stock (redeemable in 1972 
or earlier at our option on three months’ 
notice). 


The Properties and Fixed Assets of the 
Corporation have been valued at October 31, 
1956, by Messrs Gerald Eve & Company at 
£1,025,226, of which £851,881 is in respect 
of the Plymouth Cement Works. In addi- 
tion to this, you are again reminded that your 
Corporation also owns’ valuable share 
interests in Ulster Limestone Corporation in 
Northern Ireland and the British Standard 
Portland Cement Company Limited in 
Kenya. 


Trading during the present year shows 
comparable results with those of the same 
period of last year and we are confident that 
the final profit figures for the year will be at 
least as satisfactory as those presented to you 
today. 


I am sure you will join with me in express- 
ing our appreciation and thanks to all our 
employees for their very loyal support during 
the past year. 


The report was adopted. 


HIELD BROTHERS 
LIMITED 


HIGHER TURNOVER 
FULL ORDER BOOK 


The thirty-fifth annual general meeting of 
Hield Brothers Limited was held on June 
27th at Briggella Mills, Bradford, Mr David 
H. Hield (the chairman) presiding. 


The following is the statement by the 
Chairman which had been circulated with 
the report and accounts for the year ended 
March 31, 1957: 


I have pleasure in submitting our Balance 
Sheet for the past year, with a net profit of 
£161,049 after full allowance for taxation, 
showing an increase of £59,226 over last 
year. 


This increase in profit is in part due to 
increased turnover and in part to the adventi- 
tious aid of exchange profits and provisions 
not now required, and your Directors recom- 
mend 20 per cent dividend, the same as last 
year. 


Our net liquid assets are £1,198,802, 
showing an increase of £90,484. 


We have a full order book with sufficient 
work ahead for several months. 


Our Canadian plant has been fully em- 
ployed with satisfactory results. 


We have added £100,000 to General Re- 
serve to guard against a possible fall in the 
price of wool from its present high value. 


I am happy once again to pay tribute to 
the energy and enterprise shown by our 
English and Canadian Management and to 
thank all employees for their loyal services. 


The report and accounts were adopted, 
and the dividend as recommended, wat 
approved. 


The retiring director, Mr S. E. Ryley, 
was re-elected and the remuneration of the 
auditors, Messrs Alfred Dobson & Company, 
Leeds, having been fixed, the proceedings 
terminated. 
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RITISH OVERSEAS AIRWAYS CORPORATION GENERAL OF WORKS applications for pensionable posts in London : (a) Nine 
has a, vacancy for an Operations Planning Assistant 


work entails The Civil Service Commissioners invite applications Duties inclade land use planning, study of 
planning, involving fuel and pay load systems, 


ati The Director General of Works controls the whole Age on August I, 1957 : Posts (a) at least 30 ; posts 
bs — ae” om coated at —_— of the building and engineering work (including main- (b)_at least 21 and under 32. 
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and social 
: ; alee alifics : a large professional and technical staff. aspects of town and country planning. Candidates taking 
are additional desirable qualifications. Applicants must have appropriate professional qualifica- their degree examinations in the Summer, 1957, may 
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to Assistant Staff Manager (Appointments), 


; i - and technical staff and to supervise an_ industrial Increments granted for compulsory Forces service 
HREE SENIOR CIVIL ENGINEERS are required for i i 

work on the construction of an important steelworks in the techniques 
lhe Contract is for three years ; the salary is £2,500 


per annum tax free with bonus, free medical attention, early in 1958. Secretary, Civil Service Commission. 6 Burlington 
paid leave, free passages for families ; furnished accom- Further particulars and 


modation is available at a nominal rent. Secretary, Civil Service Commission, Scientific Branch, Saou applications should be returned by July 25, 
‘ The a mate hove had 10 years experience on 9 Old__ Burlington Street, London, W.1, quoting 1957 

eavy Civil Engineering Contracts as Agent or Sub-Agent. No. §.4722/57/8. ATISTICA ASSISTAN AANAGER (Marketing) 
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_ ate’ -graduate schemes of study conducted by LIMITED energy and enthusiasm of primary importance. Salary 


2. PRODUCT DEVELOPMENT. 


in the grade s OP MARKETING EXECUTIVE (36), A.S.M.A., 
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6 re Sete Sw See — ae que Shell Petroleum Company Limited, Staff Linguist : German, French.—S2 Kenton Lane, Kenton, 
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wale: Men, £1,350 x £50 to £1,550; Women, £1,080 x eC ee — 


Further information may be obtained from the Registrar, ence acquired with major concerns in the U.K. and 
College of Technology, Suffolk Street, Birmingham, 1, to ARGE MANUFACTURING ORGANISATION. with 


whom completed applications should be sent not 
than 14 days after publication of this advertisement. 
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evening.— Apply, stating age, qualifications, for (1) subjects 


oficred and times and days available, to Principal at THE UNIVERSITY OF MANCHESTER educated girls who wish to become Private Secretaries. 
t ‘ Journalism, Political, Hotel or Hospital 
THE DURHAM COLLEGES ASSISTANT LECTURER IN ECONOMIC STATISTICS. work. Intensive Courses for university graduates. Day 


Applications are invited for the post of Lecturer in under review, and is expected to be within the range 
Law in the Department of Social Studies from January 1, £700 to £850 per annum, with membership of the ‘ . N.W.3. : Hampstead 
19%, or such later date as may be arranged. The Children’s Allowance Scheme.—Applications should be 9831. 
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Entered as Sccond Class Mail Matter at New York, N.Y. Post Office. Authorised as Second Class Mail. Post Office Dept.. Ottawa. Printed in England 
Clements Press, Ltd., London, W€2. Published by The Economist Newspaper, Ltd., at 22 Ryder Street, London, SW!. 





91 
MINISTRY OF WORKS: DIRECTOR INISTRY OF HOUSING AND LOCAL GOVERN- 


MENT.—The Civil Service Commissioners invite 


Assistant Kesearch Officers ; (b) five Research Assistants. 


development 


timetables, for this permanent post in London. Age at least 40 on plans, analysis and presentation of data on population, 


September 1. 1957. employment and economic resources. 


major public buildings, and in the organisation and for women at present), but exceptionally a higher starting 


over. 
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offers a choice of comprehensive courses of training for 
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wright Road, London, N.W.3 Telephone 
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subjects.—Write today for free prospectus—and/or advice, 
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